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THE DELAWARE 
RIVER VALLEY 


NDUSTRIAL HIsTORY is being made in the Dela- 

ware River Valley where much of the nation’s 
history was written. In the “Valley” from ‘Trenton, 
New Jersey, to Lewes, Delaware, are more than 8,000 
manufacturing plants and over 5,000,000 residents. 
Many of the “name” corporations of the United States 
are located in this area. Others are planning to move 
here and many of those already in the “Valley” have 
expanded their facilities. Geared to an ever increasing 
industrial tempo, the productive capacity of our Dela- 
ware River Valley will contribute immeasurably to the 
continued growth of southern New Jersey and the 


progress of a strong and healthy nation. 


ATLANTIC CITY ELECTRIC COMPANY 


HELPING TO BUILD A GREATER SOUTHERN NEW JERSEY 
INDUSTRY * AGRICULTURE * RESORTS 
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CYCLONE 
FURNACE 


EFFICIENCY 


« Efficient use of low- 
grade cools. 

« Extremely low carbon 
loss. 

« Low excess cir. 


MAINTENANCE 


* Practically no 1D fan 
erosion. 

« Eliminates pulverizer 

ince. 

« Low maintenance on 
burner and coal preparo- 
tion equipment. 

© Reduces cost of labor 
for ash and dust handling. 


Two important advances in firing—the Cyclone 
Furnace and Pressure Firing—used singly or in 
combination, are bringing major savings to cen- 
tral station and industrial boiler users. The re- 
ception and wide acceptance given both of these 
B&W developments result from proved effi- 
ciency and economy . .. amply demonstrated 
in the chart below. 

The chart lists many possible ways in which 
the Cyclone Furnace and Pressure Firing con- 
tribute to better operation—often just one 
advantage means important economy. The revo- 
lutionary Cyclone Furnace and B&W’s long- 
range experience with Pressure Firing are well 
worth serious consideration in your evaluation. 

We will be pleased to discuss these and other 
practical developments of B&W Research and 
Engineering as they relate to your power gen- 
eration program and facilities. The Babcock & 
Wilcox Company, Boiler Division, 161 East 
42nd Street, New York 17, N. Y. 





PRESSURE 
FIRING 





@ Less stack loss... 00 air 
infiltration. 
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INITIAL COST 


* Lower building and tounde- 


_ Hien costs, 


* Greatly reduced fly osh emis- 
sion requires fess dust hondiling 
equipment . . . smaller precipi- 
tater: © Eliminates ‘electrical con- 
fections and controls for PC 
motors * Smaller soot blower 
compressor, : 


% 


8 & W's revolutionary method of firing is being used for boilers 
hoving steam capacities os high as 1,200,000 Ib per br., 
pressures to 2250 psi, and temperatures to 1050 F. Burning 
coal, oil, and gos. Total generating capacity of all Cyclone 
Furnace Béilers in service and on order is over 2,000,000 KW. 
Accumulated service-time on all units is neorly o half century. 














_* Simplified design lowers duct 
fe sas eck ett © 6 fen cameos 
be eliminoted. 








Broad acceptance of 8&W’'s pressurized-furnace design is 
shown by the units in service and on order—by 27 electric 
utilities and some industrial plonts—to serve a total generot- 
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W: have so many fine articles in this 
special issue of PuBLic UTILITIES 
FORTNIGHTLY, which salutes the twenty- 
first annual meeting of the Edison Elec- 
tric Institute at Atlantic City, June 1st 
to 4th, that we can do little more in this 
department except to give our readers 
a brief biographical background on the 
various authors. At the same time, we 
do want to take this opportunity of salut- 
ing the electric utility industry in this 
annual convocation of its major industry 
association. We hope that the excellent 
program arranged at the Atlantic City 
meeting will bring to the attending mem- 
bers and their guests, profitable enlight- 
enment and a renewed interest in the 
work of the Edison Electric Institute. 


FOLLOWING our usual course, we bring 
to our readers, as the leading article in 
this issue, a personal and exclusive 
message from the president of the EEI, 
B. L. ENGLAND. As president of the 
Atlantic City Electric Company, he finds 
himself in the pleasingly coincidental 
position of host to the national gathering 
of his associates in the EEI membership. 
Mr. ENGLAND has completed three 
decades in the electric industry, though 
one of the youngest men ever to hold 





B, L, ENGLAND 
JUNE 4, 1953 





ROBERT E, GINNA 


presidency of the institute. He is an 
engineering graduate of Temple Uni- 
versity (’22). Shortly thereafter, he 
joined the Atlantic City utility and, after 
a series of promotions, was made presi- 
dent and general manager of that organ- 
ization in 1948, 


* * * * 


W: know that our readers will wel- 
come the thoughtful statement by 
our Interior Secretary, Douctas Mc- 
Kay, of his reasons for dropping plans 
of his predecessor in office for a high 
Federal dam development in Hell’s Can- 
yon on the Snake river. Born in Port- 
land, Oregon, in 1893, McKay worked 
his way to an agricultural degree (BS) 
from the Oregon State College in 1917. 
He began his business career as an auto- 
mobile salesman in 1920 and established 
his own business in 1927. He was elected 
mayor of Salem in 1933, state senator in 
1935 (four terms), and governor of 
Oregon in 1949. He received a Purple 
Heart decoration for his services as an 
Infantry Lieutenant with the AEF dur- 
ing World War I. He took office as 
Secretary of Interior with the new Eisen- 
hower administration last January. 





Public Utilities Fortnightly 





Utility executives— 
this booklet is of 
special interest 


Like to keep the investing public better informed about 
your company? This new booklet will help. 


Enntitled “A Company Guide to Effective Stockholder Rela- 
tions,” this new booklet covers many sides of communications 
with investors. There’s a special section on the key role of the 
security analyst. Another valuable chapter deals with the pro- 
visions of pertinent Federal Statutes. 

Members of our Public Utility Department helped to prepare 
this guide, and we believe you will find it useful. 

It’s just been published by the American Management Associa- 
tion. We’ve reserved a limited supply of these booklets. Write 
us for a complimentary copy if you desire one. 


IRVING TRUST COMPANY 


ONE WALL STREET - NEW YORK 15, N. Y. 
Capital Funds over $121,000,000 Total Resources over $1,200,000,000 


Wituiam N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge 





8 PAGES WITH THE EDITORS (Continued) 


WV Je have an article by the recently 
resigned general solicitor of the 


National Association of Railroad and 
Utilities Commissioners, He is Joun P. 
RANDOLPH, former member of the Mis- 
souri Public Service Commission. He is 
also a native of Missouri and a graduate 
of its state university ('21), following 
military service with the AEF during 
World War I. JupGE RANDOLPH was 
actively engaged in the general practice 
of law in the state and Federal courts for 
twenty-five years in St. Joseph, Missouri, 
before his appointment as general counsel 
to the Missouri Public Service Commis- 
sion in 1940. He became a member in 
1949 and came to Washington to the 
NARUC in 1951. He resigned from that 
post, effective June 1, 1953. 


* * * * 


poe this issue is designed to be of 
special interest to the electric utility 
industry, as a whole, we thought it appro- 
priate to include two articles covering 
the specialized activities of two other na- 
tional associations of the industry, whose 
work is supplementary to the functions 
of the Edison Electric Institute. These 
are: (1) the National Association of 
Electric Companies (NAEC), the indus- 
try’s legislative agency in Washington, 
and (2) the Public Information Program 
(PIP), which develops industry material 
of public interest at the local level. 


RosBert A. ZACHARY, chairman of the 


© Blackstone Studios 
ROBERT A. ZACHARY 


JUNE 4, 1953 


RICHARD L. ARNOLD 


NAEC, has written the article on his 
group which begins on page 754. He 
is also vice president of Public Service 
Electric & Gas Company of Newark, 
New Jersey, in charge of public relations. 
Ropert FE, GINNA, executive vice presi- 
dent of Rochester (New York) Gas & 
Electric Company, gives us the article, 
beginning page 747, on the PIP organi- 
zation. Mr. GINNA has spent thirty-one 
years in the utility business. Starting 
with the Brooklyn Edison Company as 
student engineer, he later served as con- 
sulting engineer for many utilities and 
joined his present organization in 1934. 


* * * + 


- of the most controversial legal 
questions plaguing REA is the super 
co-op lease. The issue was recently 
settled in Arkansas, and is now before 
the District of Columbia Federal court, 
as described in the article beginning on 
page 761 by Ricuarp L. Arnovp, He 
is a graduate of Yale College ( AB, ’29) 
and Harvard Law School (LLB, ’32), 
and has practiced as a member of his 
own firm in Texarkana, Arkansas, 
specializing in public utility cases for a 
number of years. 


THE next number of this magazine 
will be out June 18th. 
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duplicator supplies 


CORONET REM-MASTERS are tops in spirit 
hectograph duplicating masters and produce 
a greater number of sharp, clear, easy-to- 
read copies. The Coronet Rem-Master also 
has many typing ease features which sim- 
plify and speed preparation. 


PLASTIPLATES ...the nearest thing to litho- 
graphic stone. Whether you use Direct 
Image, Pre-Sensitized, or regular Photo- 
graphic Plastiplates, these offset plates 
assure you high fidelity reproduction of type 
material, line or shaded illustrations...and 
the economy of longer runs. 


PROCEL STENCILS for your stencil dupli- 
cators assure long runs of clear, sharp, 
easy-to-read copies. Remington Rand’s 
unique plastic coating makes preparation 
easy, eliminates cut-outs, and reduces type- 
clogging. Also available with your form, or 
other material, embossed thereon. 


Find out about getting the best results from 
your office equipment. Write today to Remington 
Rand Inc., Room 2844, 315 Fourth Avenue, 
New York 10, N. Y. 


Remington. Fland. 


PROFIT-BUILDING IDEAS FOR BUSINESS 





Coming IN THE NEXT ISSUE 


* 
IMPORTANCE OF ACCOUNTING IN UTILITY REGULATION 


Why and where does utility accounting differ from business accounting 
generally? What are its unique features? And how can we evaluate its 
position and importance in the scheme of utility business affairs and regu- 
lation? With the ever-spreading ownership of common stocks and other 
securities of public utilities, plus the tremendous load and physical growth 
of the utilities themselves in the past decade, there has been a substantial 
increase in the public awareness of the utility business and accounting 
methods. Bernard S. Rodey, Jr., of the Consolidated Edison Company of 
New York, presents the facts and gives us the real story behind public utility 
accounting. 


STRIKES IN PUBLIC UTILITY INDUSTRIES 
Ever since a dozen or more state laws to prohibit public utility strikes have 
fallen under the shadow of unconstitutionality, as a result of the United 
States Supreme Court decision in a Wisconsin case, what to do about public 
utility strikes has become an open question. Here is an account by one of 
the coauthors of the Taft-Hartley Act, former Representative Fred A. 
Hartley, Jr., of New Jersey, who analyzes the peculiar problem involved in 
conten or trying to control, labor disputes in public utility industries, 


which might lead to a stoppage of service. 


CAN THIS BE UTILITIES’ CLASSLESS SOCIETY? 

Since the end of World War II unleashed the pent-up consumer demand for 
appliances, earlier problems of merchandising, promotion, sales competi- 
tion, and related puzzlers have been making reappearances. James H. 
Collins, California author of business articles, has been making a one-man 
grass-roots survey of how appliances are being sold to the public these days 
by public utility companies. He finds an encouraging degree of co- 
operation and understanding. 


SUBTLE SOCIALIZATION BY ACCOUNTING 


Here is an investment analyst's realistic view of what takes place in a stock- 
holder's equity under certain modern depreciation accounting practices. 
Robert A. Gilbert, manager of the public utilities division, National Se- 
curities and Research Corporation, gives us many facts and figures upon 
the impact of depreciation regulation on the we of utility stockholders. 
He sees a danger of indirect socialization by reason of the fact that a 
property, which should be privately owned as en as it is useful, may have 
its earning power extinguished or transferred arbitrarily for the benefit of 
the ratepayer. 


* 


A / $O .c- Special financial news, digests, and Interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Just half 
the cost 2 


That’s right! 





We can do your bill analysis for just about one-half of 
what it costs a utility to have the same work done in its 
own Offices. 


Here’s why: 


You see, consumers’ bill analysis is one of our day-in-and- 
day-out specialties. Our unique Bill Frequency Analyzer 
machines analyze as many as 200,000 bills each day. 


This equipment is at your disposal—and you pay only 
for the time these machines are working for you. No 
temporary staffs for you. No overtime costs. No headaches. 


Wouldn’t you like more of the details? Just send for “The 
One Step Method of Bill Analysis” which describes the 
services more fully. Why not drop us a note now? 





P.S. If you use punched cards for 
billing, we are also equipped to make 
your analyses from them. 


Saves 50% in time and money! 





This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Witu1AM C. MULLENDORE 
President, Southern California 
Edison Company. 


Norris Corton 
U.S. Representative from 
New Hampshire. 


JoHN J. MANN 
Chairman of the board of 
governors, American Stock 

Exchange. 


RicHArp M. Nixon 
Vice President of the 
United States. 


HERBERT WEATHERSPOON 
lice president and general counsel, 
Carolina Power & Light Company. 


PHILIP SPORN 
President, American Gas & 
Electric Company. 


BENJAMIN F. FAIRLESS 
Chairman of the board, United 
States Steel Corporation. 


JUNE 4, 1953 


—MONTAIGNE 





“We believe that compulsory union membership would 
give union leaders a control over this public service 
agency which no one, not even the stockholders or man- 
agement, should have.” 


* 


“T have long wanted to see TVA because I am one of 
those who has been trying to call a halt to its mushroom 
growth. . we had a good time, though I think we 
suffered fully as much as the taxpayers.” 


ow 


“One of its [Congress] principal tasks should be to 
study the adverse impact that taxes have had on the 
raising of equity capital by American corporations and 
the resulting dangers to our free enterprise economy.” 


“Government today is a system of wheels within wheels 
wherein the small and obscure wheels must grind out 
in great part the vast bulk of decisions and policies for 
which the major and known wheels are ultimately re- 
sponsible.” 


* 


“Original cost is nothing more than bare bones. And 
when such cost is depreciated, it’s bare bone scraped. . . . 
It's a system valued as though it had no business, no 


customers . It makes the whole procedure rest on 
the cost of money.” 


> 


“To date nothing has been accomplished to warrant ex- 
pectation that we shall be able to build practical, eco- 
nomical power plants in the near future. The best indi- 
cations, in fact, are that we shall have to look to coal 
as the principal source of fuel for economical power, at 
least for the next twenty to twenty-five years.” 


. 


“With construction costs as they are today, and with 
steel prices at their present levels, a fully integrated new 
plant would probably produce a profit of about 14 per 
cent on the capital invested in it; and where—outside 4 
mental institution perhaps—can we find anyone who would 
be willing to risk his money with us at that rate, when he 
can get twice as much from a government savings bond?” 
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Distribution Primary Markets 


Coast to coast retail in 
distributing facilities Public Utility 
through 23 offices Bonds 
located in principal Preferred Stocks 
financial and business Common Stocks 


centers. Complete Trading Facilities 








New YorK @ SAN FRANCISCO @® CHICAGO @ Los ANGELES @® SEATTLE ® PORTLAND 
BosTON @ SPRINGFIELD ® PHILADELPHIA ® PITTSBURGH ® CLEVELAND ® INDIANAPOLIS 
LOUISVILLE @ DetTROIT @® MINNEAPOLIS @® SPOKANE ® OAKLAND @ EUREKA 


SACRAMENTO @ FRESNO @ SAN JOSE ® PASADENA ® SAN DIEGO 











14 REMARKABLE REMARKS—( Continued) 


Criype T. ELtis 
Executive manager, National Rural 
Electric Co-operative Association. 


Marcus NADLER 
Professor of finance, New York 
University. 


JAMES A. FARLEY 
lormer Democratic National 
Chairman. 


JACKSON MARTINDELL 
President, American Institute of 
Management. 


CHARLES R, SLIGH, Jr. 
President, National Association 
of Manufacturers. 


WILLiAM M. Tuck 
U.S. Representative from Virginia. 


LELAND I. Doan 
President, Dow Chemical Company. 


Frep G. SINGER 
Development department, E. I. du 
Pont de Nemours & Company. 
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“The rural electrification loan program is reeling under 
the punch. The rural telephone loan program is out cold.” 


* 


“The forces of inflation are rapidly receding. What lies 
ahead is an economic readjustment and not a serious 
recession or depression.” 


> 


“Reluctance to relinquish power, particularly when the 
hand is feeble and the mind is tired, is fraught with danger 
to parties and to the nation.” 


* 


“Utility management in general is guilty of saddling 
their companies with excessive debt rather than press for 
rate increases which would make equity financing possible 
on favorable terms.” 


5 


“It seems hard to believe that civilian expenditures by 
Federal government should go up steadily, in spite of 
the necessity for government economy in a time when so 
much of our resources must go into defense and the 
Korean war.” 


* 


“The history of the world is filled with proof that no 
government can long endure which disregards the freedom 
and the rights of the individual. Strict adherence to the 
philosophy and principles of our constitutional system is 
the surest means of conveying to our children and suc- 
ceeding generations the blessings we have enjoyed as 
citizens in a free America.” 


“If we are truly enlightened then we should have learned 
the most important lesson these past twenty-odd years 
have taught—that private enterprise is not really private 
at all. No... in our democratic society business must rise 
or fall in the degree to which it serves the public and the 
public interest. Therefore, either we regulate ourselves to 
that purpose or we will be regulated.” 


* 


“One of the main differences between our American 
form of republic, and other forms of government, is the 
freedom of the individual to choose and exercise a means 
to earn his livelihood. Time has proved that our system 
of private enterprise, making a team of labor, invest- 
ment of savings and management, with the minimum of 
state and Federal government interference, generates the 
greatest number of opportunities for individuals to earn 
a decent living. This, as opposed to the idea in most for- 
eign countries, that all a worker is entitled to is to earn 
solely his keep. Our system has made Americans the 
greatest consumers of goods in the world.” 
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Public Utility Securities 






Underwriter + Distributor 






Dealer 






FIRST BOSTON 
CORPORATION 


100 BROADWAY, NEW YORK 5, N. Y. 












Boston PITTSBURGH CHICAGO 








| 
PHILADELPHIA CLEVELAND SAN FRANCISCO | 








SECURITIES OF THE UNITED STATES GOVERNMENT AND ITS INSTRUMENTALITIES 
State, MunicipaL AND REVENUE SECURITIES 
Bonps, PREFERRED AND ComMMON STOCKS OF | 
InpustrRIAL, Pusiic Uritity anp Raitroap Corporations 
BANK AND InsuRANCE Company Stocks + BANKER’s ACCEPTANCES 
SECURITIES OF THE INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT 
CANADIAN Bonps Foreicn Do.tiar Bonps 
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TRIANGLE CONDUIT & CABLE CO.., Inc. 


NEW BRUNSWICK, NEW JERSEY 


TRIANGLE 


IT MUST BE RIGHT! ® 


FACTORIES: - New Brunswick, N. J. - Moundsville, West Virginia 
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Blown out 
by Mr. Edison 


and friends! 


Read why the miracle of universal 
electric light could not have 
happened without America’s Banks 


ONE IDEA made the kerosene lamp obsolete. 

But it has taken billions of dollars to replace 
it. America’s banks put up many millions, and 
the story goes like this. 

After Mr. Edison and his private backers 
proved the new incandescent lamp practical, 
progressive men all over the country got the 
notion that electric light could be sold cheaply 
to all the people. 

From the first, the job was too big—too 
costly—for any individual to tackle. So groups 
of citizens (capitalists, if you will) got together 
and formed light and power companies. 

Basically private capital has always backed 
any promising venture. But as the industry 
expanded even the most prosperous companies 
lacked enough hard cash for generating more 
power, stringing up miles of new wire and de- 
livering current to millions of new consumers. 
So they went to the nation’s banks for short- 
term loans. 

They got their money. In less than 50 years, 
American ingenuity—teamed up with money 
supplied by the general public, commercial 
banks, and other financial institutions—put the 
kerosene lamp on the same museum shelf with 
the tallow candle. 

Exceptional? 

No. You can see the same pattern in just 
about every U. S. industry. 

From the beginning, U. S. citizens have put 
money in banks. All together this money 
amounts to quite a sum in any bank, and it’s 
the bank’s job to put it to work. 

Usually, progress means profits, so banks 
have always competed with one another to put 
money to work in growing industries. 

As long as competitive banking and free 
enterprise live under the same laws, the results 
will continue to be jobs for men and women, 
profits for both manufacturer and investor and 
a wider choice of fine products for all Americans 
to enjoy. 

Mr. Edison’s light is a good example. There 
are many others, and there will be many more. 

Chase National Bank is proud of the part it 
is playing in American progress. 


THE 


CHASE 


NATIONAL BANK 
OF THE CITY OF NEW YORK 
(Member Federal Deposit Insurance Corporation) 
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ELLIOTT 
MODEL 4000 


Bill Printer 







and 


Addresser 










@ Whether you are using postcard bills or standard paper bills, 


you can enjoy these great advantages by changing to the Elliott 





System: Increase production of address plates 50% through 






Decrease the size of your address files by 50%, reduce their 





weight at least 75%. Reduce noise more than 50%. Increase 





the introduction of typists with typewriter stenciling machines. 


the speed of printing and addressing at least 40%. Reduce 






filing time 25%. Ask your Elliott representative for details. 






ELLIOTT ADDRESSING MACHINE COMPANY 


144 Albany St. 
Cambridge 39, Mass. 
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This announcement is under no circumstances to be construed as an offer to sell, 
or as a Solicitation of an offer to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW ISSUE May 13, 1953 
1,700,000 Shares 


The Columbia Gas System, Inc. 


Common Stock 





(without par value) 


Price $13.25 per Share 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the undersigned or other 
dealers or brokers as may lawfully offer these securities in such State. 








Merrill Lynch, Pierce, Fenner & Beane White, Weld & Co. 
Shields & Company R. W. Pressprich & Co. 
A. C. Allyn and Company Bear, Stearns & Co. Central Republic Company 


Incorporated (Incorporated) 


Clark, Dodge & Co. Eastman, Dillon& Co. Hallgarten&Co. Hornblower & Weeks 


A. M. Kidder & Co. Lee Higginson Corporation Carl M. Loeb, Rhoades & Co. 


Laurence M. Marks & Co. Paine, Webber, Jackson & Curtis American Securities Corporation 





Alex. Brown & Sons Bache & Co. Coffin & Burr Dick & Merle-Smith Ferris & Company 


Incorporated 


Granbery, Marache & Co. Loewi & Co. The Milwaukee Company Reinholdt & Gardner 








F. S. Smithers & Co. Stroud & Company J. R. Williston, Bruce & Co. 


Incorporated 
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Again, final testing has proved the correctness of design and construc- 
tion of the first commercially produced 330 Kv Vertical Break Air Switches 
in the U.S.A. These massive Delta-Star switches are now being installed 
with the positive assurance that they are more than adequate for the 
service they are designed to perform. 

Another “first has again been added to Delta-Star’s quarter-century 
record of constant research and development in the manufacture of high 
voltage switching equipment incorporating the latest ond most refined 
improvements. Look to Delta-Star for all your switching equipment 
requirements from 7.5 Kv to super-high voltages. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE 
SWITCHING EQUIPMENT, SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION | 





oe ane eee ere 


~H. K. PORTER COMPANY, INC. IN: \) 
i i) 


2437 FULTON STREET, CHICAGO 12, ILLINOIS t — 9 
oN NVIStO vii 


DISTRICT OFFICES IN PRINCIPAL CITIES Crs 
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Public Utility 


Bonds 
Preferreds 
and 


Common Stocks 


Union Securities Corporation 


65 Broadway, New York 6 


BOSTON BUFFALO : CLEVELAND 


HARTFORD . PHILADELPHIA . SYRACUSE 
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THE LIGHTING of the historic Washington Monument . . . symbolizes 
matchless electric service for 300,000 customers in one of America’s 
fastest growing metropolitan areas . . . the matchless service of more 
than 2,800 Pepconians ... skilled workers pulling together for progress. 


POTOMAC e ELECTRIC © POWER © COMPANY 
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CONFIDENTIAL 
SERVICE 
SINCE 1920 


to go around 
in circles 








go Associate 
mcCORMICK ond HENDERSON, Inc 





But if you have a financial print. 
ing problem, it will pay you ty 
head straight for Sorg — where 
you can be sure that your job 
will reflect famous Sorg quality, 
no matter how worrisome your 
deadline. 


For the past 33 years, Sorg has 
specialized in annual reports 
and all types of corporate and 
legal printing—from design 
through composition, printing, 
binding and mailing. Our 24. 
hour a day availability accounts 
for our speed; our one standard 
of excellence explains our repu- 
tation with a long list of prestige 
clients. 





\tilities 


Public 


and 


Private 





Independent consulting en- 
gineering organizations provide 
in a single service, the combined 
skills and experience of leading 
architects and engineers in all 
fields. 

Conforming to this pattern the 
Peter F. Loftus Corporation in- 
cludes the following completely 
staffed divisions — Architectural, 
Electrical, Mechanical, Mining, 
Heating, Ventilating and Air 
Conditioning, Materials Han- 
dling, Machine Design, Structural 
and Utilities. 








CABLE ADDRESS 
“LOFTUS PITTSBURGH” 








Steam Power Plants 
Transmission Lines 
Distribution Systems 





Outstanding ability, experience and the habit of long range 
planning enable our engineers to serve the Utilities industry 
with skill and assurance. 


Inspections and Expediting 
Appraisals 

Depreciation Studies 

Cost Analyses 

Rates, Contracts, Reports, etc. 
General Consulting 


Peter FF. Loftus Corporation 


Established 1923 


ENGINEERING CONSULTANTS 
First National Bank Building, Pittsburgh 22, Pennsylvania 
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. WE BUILD AHEAD 


Because we plan ahead and build ahead there has never been a shortage 


of power in the 23 counties served by the SCE&G system. We've met the 
stepped-up demand for electrical power all along the 7,158 pole miles of 
our transmission and distribution network. 


Our newest and biggest power producer, Urquhart Station, is a direct 
result of SCE&G’s planning ahead and building ahead. At a cost of about 
$45,000,000, the plant will have an ultimate capability of 300,000 KW. 


When the first two units of this giant station begin to operate early 
this fall, 150,000 KW of steam-generated, firm, dependable electricity will 
be added to the power available throughout our system. 


FP SOUTH CAROLINA 
Fis. 2% ELECTRIC & GAS CO. 


FOR BETTER LIVING COLUMBIA, 











Public Utilities Fortnightly 





Install 
Doors 
that 


cUT 


4 


Hil 


Ha 


| 


Set eee 


rll 


KINNEAR Metal Rolling Doors 


Reducing door costs is not the only gain 
you make when you install Kinnear Rolling 
Doors. You also help cut other plant costs, 
in many ways. 

Coiling upward action permits full use of 
all floor and wall space around openings, 
at all times. You can stack materials within 
an inch or two of the door, inside or out- 
side—or on both sides—without impeding 
its action. This permits more efficient 
handling of door traffic, deliveries, and 
shipments. 

The smooth, easy action of Kinnear Rolling 
Doors saves time and labor—and no other 
type of door is so well adapted to the extra 
advantages of motor operation. With push- 
button controls at any desired number of 


The KINNEAR Manufacturing Co. 
Factories: 2060-80 Fields Ave., 
Columbus 16, Ohio 
1742 Yosemite Ave. “| 
San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 


convenient points, the door can be raised 
or lowered quickly at a second’s notice. As 
a result, they are consistently closed more 
quickly after being opened, which brings 
important reductions in heating and air- 
conditioning costs. 

When opened, the doors remain completely 
out of the way, safe from damage by wind 
or vehicles. When closed, their rugged all- 
metal interlocking-slat curtain assures ex- 
tra protection against fire, intrusion, wind 
and weather. 

Kinnear Rolling Doors are built in any size, 
to meet the particular specifications of each 
opening, in old or new buildings. Motor 
or manual control. Write for full informa- 


tion. 


ROLLING DOORS 
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Biggest 
Generator 


The most powerful generator of 

all is behind the great flow of power 
and lighting into the nation’s 
factories, offices, homes, and 

farms. Measuring its output not 

in kilowatt-hours but in terms of 
U. S. money, bank financing 

assists in energizing that broaden- 
ing scope of uses for electricity and 
heating gas. 

As long-time bankers to public 
utility companies, we have helped 
finance many phases of their expan- 
sive activities. Our knowledge is 
based on a broad experience. 




















Guaranty 
Trust Company 
of New York 


Capital Funds $380,000,000 
140 Broadway, New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 


New York 36 New York 21 


Rockefeller Plaza at 50th St. 
New York 20 


DON 
Bush House, W.C, 2 


BRUSSELS 
27 Avenue des Arts 


LON 
32 Lombard St., E.C. 3 


PARIS 
4 Place de la Concorde 


Member Federal Deposit Insurance Corporation 














Major Developments 


‘lative size of fully supercharged and 
andard hydrogen-cooled turbine gen- 
ators of the same kw rating, 


7 


é “ ‘ae 
World's first supercharged hydrogen-cooled tur- 
bine generator — with direct rotor conductor 
cooling — installed at the Wisconsin Power and 
Light Company's Edgewater Station in 1951. 


SRI SSR ER 


OPERATION-PROVED SUPERCHARGED GENERATOR 


Availability — 100%. On-the-line serv- 
ice factor — 97.41%. That summarizes 
the performance of the world’s first 
supercharged hydrogen-cooled turbine- 
generator unit during its first full calen- 
dar year of commercial operation. 

By cutting generator size, super- 
charged direct conductor cooling per- 
mits smaller plant size, less expensive 
foundations, and smaller breakers and 


bus structures; minimizes mechanical 
design limitations; raises possible maxi- 
mum ratings, and reduces field assembly 
problems. 

That these advantages are obtainable 
has been proved in operation. As a re- 
sult, Allis-Chalmers is now building a 
completely supercharged generator re- 
sulting in the size reduction illustrated 
in the insert above. A-4077 


Equipment for Power: Water Conditioning equipment, chemi- 


cals and service .. . Steam and Hydraulic Turbines ,. . 


erators .. . Condensers .. . Steam Jet Air Ejectors .. . Power 


Plant Pumps and Motors .. . Transformers . . . Circuit Break- 
ers . . . Switchboards and Control .. . Switchgear , . . Unit 


Substations . . . Utilization equipment. 


Gen- 
LL “ 








CORONA-FREE POWER TRANSFORMERS 


Because Allis-Chalmers is building transformers rated 
220,000 kva and others for 330,000-volt transmission, 
you can depend on A-C for units engineered to meet 
any application requirements. To check insulation 
aging, A-C transformers are designed to be corona-free 
even at highest test voltages. Without corona, trans- 
formers stay young, since repeated voltage stresses do 
not cause progressive deterioration of the insulation. 


REVERSIBLE PUMP-TURBINE UNITS 


Pioneered by Allis-Chalmers, reversible pump-turbines 
can solve some troublesome peak load problems. They 
do this by reducing the amount of equipment formerly 
needed for pumped storage operation; the single unit 
operates alternately as a turbine-generator and as a 
motor-driven pump. Five units are now in production, 
with turbine ratings ranging from 12,650 to 120,000 
hp. The latter unit will combine the world’s largest 
motor, with a rating of 102,000 hp, and the largest 
Francis turbine ever built. 


HIGH SPEED CIRCUIT BREAKERS 


As power systems grow, A-C circuit breakers keep pace 
with the new demands for size, speed and reliability. 
Mechanically trip-free pneumatic operators, originated 
by A-C in 1937, are in service on 20-20-20 cycle re- 
petitive reclosing 3-cycle breakers. Now, hydraulic ac- 
cumulator principles have been combined with proven 
pneumatic operation to produce the Pxeu-Draulic op- 
erator and set new standards for large power circuit 
breaker speed and reliability. 


MULTI-STEAM-PATH CONDENSERS 


Allis-Chalmers is supplying six 100,000 sq ft surface 
condensers for the 2,200,000 kw of added private util- 
ity capacity being provided for AEC’s Ohio diffusion 
plant. A-C multi-steam-path condensers have consist- 
ently helped to cut power costs. With 60 years of ex- 
perience building over 13,000,000 sq ft of condenser 
capacity, A-C has the proven engineering and manu- 
facturing facilities to build the largest condensers that 
might be required. 





Pneu-Draulic is an Allis-Chalmers trademark. 





For more informatio: 
contact your nearb 
A-C representativ: 
Allis-Chalmers, Mi 
waukee 1, Wisconsi 
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UPPER FIGURES 
No. of Shareholder 


LOWER FIGURES 
Total Shares 


VEPCO, A PUBLIC UTILITY 





Vepco stock is widely held by the Public—in fact, 
it is held in every State in the Union. Men hold 
slightly more Common stock than women, but the 
women hold almost twice as much Preferred stock 
of Vepco as do men. A breakdown of Vepco 
stock holdings shows the following distribution: 


Common Preferred 
Stock Stock 


Men 1,038,822 41,767 
Women 922,011 74,617 
Joint Accounts 157,295 3,797 
Trust Accounts 464,892 41,871 
Nominees 1,421,538 125,504 
Institutions and Others 1,436,476 201,915 

Total Shares 5,441,034 489,471 


There are about 22,000 holders of Vepco's 
Common stock and 7,800 holders of its Pre- 
ferred stock. Nearly 10,000 of these reside 
within the area served by the company, which 








includes most of the State of Virginia and parts 
of West Virginia and of North Carolina. 

These stockholders, through voluntary invest- 
ment, have helped make possible the large 
annua! construction programs of Vepco, parti- 
cularly during the past seven years, during which 
time the company has more than doubled its 
generating capacity, which now totals over 
1,000,000 kilowatts. And, approximately $40,- 
000,000 more is being spent this year by Vepco 
for more power station capacity at its Ports- 
mouth and Possum Point stations and on its new 
hydro development on the Roanoke River, where 
the Free Enterprise system recently won such a 
notable decision from the United States Supreme 
Court. 

These new projects offer further opportunities 
to the Public to invest in them, if they see fit. 
Those who do not see fit will not be taxed to make 
the projects possible. 


P.S.—A copy of our Annual Report 
will be gladly mailed upon request. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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e 
bars. Capertence 
BACKS THIS SPECIALIZED COAL SUPPLY 


' Over & million tons of Peabody coal were delivered to 
EABODY’S NEW, utilities in the 1952 fiscal year—plus 2% million 
ow COST MINES additional tons to industry. 





PROFIT MIDWEST Shipped from mines in these Illinois seams: No. 5 
and 6 in the high quality Southern Illinois District 
UTILITIES and No. 6 in the Central Illinois District. 





EXAMPLE 





e Mine 17—located near Pana, Christian County, 
e , G , Illinois. Served by four railroads. 
jfices e Opened 1950; has estimated life of 28 years. 
DES MOINES e Producing from No. 6 seam; average thickness 96”. 


ATi 
Pas eps ip e Full use of ‘production line’ technique 


ST. LOUIS results in 11,000 ton daily capacity. 


SPRINGFIELD e Refined with the mechanical accuracy of the 
latest type of hydro washing equipment. 





COAL COMPANY 


231 SOUTH LA SALLE STREET 
CHICAGO 4, ILLINOIS 
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really make is 








it’s faster to hang a wall than to pile it up... 


Little blocks, say 2’ x 4”’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and biack steel 
in lengths up to 25". 


Q-Panels, 3" in depth with 14" of incombust- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectural 
expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA. 
pertery pobre 3 Bertha reaches 
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Utility men 


want up-to-date 


information on 
Economic 


Conditions 


The National City Bank of New York Monthly Letter—‘‘must” reading 
for everyone interested in American business—is prepared by the Bank’s 
own Economics Department. 

This world-renowned department works closely with National City officers 
who are well equipped to handle utility financial problems. 

Utility company executives responsible for long range planning can profit 
from a discussion with National City experts. 

The National City Bank of New York offers utility companies a complete 


range of services including: 


1. Depository for corporate funds 5. Stock Transfer Agent 

2. Loans for new construction 6. Dividend Disbursing Agent 
3. Trustee under trust indentures 7. Stock Registrar 

4. Coupon Paying Agent 8. Trustee for pension plans 


THE NATIONAL CITY BANK OF NEW YORK 


Head Office: 55 Wall Street, New York, N. Y. 


67 Branches throughout Greater New York ° 57 Branches Overseas 


Trust Affiliate: CITY BANK FARMERS TRUST COMPANY 


Member Federal Deposit Insurance Corporation 
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THE SUNTANNED FINGER OF 


Th cre’s ic 


Florida of 
“Super Colossal” vacations where 
more people have more fun-in- 
the-sun...all year ’round...than 
anywhere else on earth. So any 
time the spirit moves you. 


FOR Ress... 


There’s: another Florida... 
forward-looking, aggressive state 
with a sound and expanding 
economy...based on amazing 
nese and Jivestock ‘growth. 

on increasing trade and com- 
cially p by air.. .op. rapid 
industrial development to “serve 
fast- growing markets. So “when 
you come for a vacation ...look 
for a lifetime SP Dea ERDaY 








: ici ic BOILER FEEE 
PUMPS 
are Custom-Built 
to your specifications 
—— 


ile your own prescription : 


Boiler Feed Pumps are 
ed from selected ma- 
to provide the utmost 
al strength and sta- 
maximum resistance 
rosion-erosion and 
Built in multi-stages 


pacities to 2700 gpm; 

STEAM TURBO PUMPS 
less unit cost— 

less floor space— 

steady dependable output! 
Capacities to 500 gpm 

Discharge Pressures to 1100 psi 
Steam to 900 psi—850°F. TT 


Exhaust Pressures to 50 psi 
Speeds to 10,000 rpm 


: A Cl Fi C Write for bulletins 109 and 118 
. pos 77pm Pacific Pumps inc. 
Pil Mi PS HUNTINGTON PARK, CALIFORNIA 


att — oe rv 


ge pressures to 3000 
peeds to 5000 rpm. 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these securities, 


The offering is made only by the Prospectus. 


NEW ISSUE * May 14, 1953 


150,000 Shares 


Philadelphia Electric Company 


4.68% Preferred Stock 


(Par Value $100 Per Share) 


Price $101.75 per Share and accrued dividend 


The Prospectus may be obtained in any State from only such 


of the undersigned as may legally distribute it in such State. 


W. C. Langley & Co. Glore, Forgan & Co. 
White, Weld & Co. A.C. Allyn and Company American Securities Corporation 


Incorporated 


A. G. Becker & Co. Blair, Rollins & Co. Dick & Merle-Smith 

Equitable Securities Corporation Hallgarten & Co. Hornblower & Weeks 

Lee Higginson Corporation Paine, Webber, Jackson & Curtis 
R. W. Pressprich & Co. Spencer Trask & Co. 


Tucker, Anthony & Co. G. H. Walker & Co. 
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eNewAlchemy... 


at Southern Research Institute 


| olden days alchemists toiled for years on end in the fruitless 

effort to convert base metals into gold. Today in the modern 
laboratories of the Southern Research Institute, skilled research 
workers are creating wealth more precious than gold by convert- 
ing materials of many kinds into new or better products for 
industrial use. 


Among many research projects now in progress at the S.R.I. 
are these: converting waste materials, such as sawdust, into valu- 
able chemicals . . . improving the machinability and durability 
of metals and alloys . . . the whiteness of paper-coating clays... 
the wearing qualities and appearance of fabrics . . . the dyeing of 
textiles . . . and many more. 


Results of the services of S.R.I. are reflected in the Institute’s 
amazing seven years’ growth from a small beginning in a con- 
verted carriage house into a nationally recognized non-profit 
organization. 


Alabama Power Company 


Helping Develop Alabama 
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You can rely on 
LEFFEL Hydraulic Turbines 


MORE 


DEPARTMENT 


To be sure of top power and minimum 
trouble specify Leffel hydraulic turbines, 
Leffel turbines have an unparalleled 
record of efficient year-in year-out 
service. And when power means profit 
—an ever-dependable Leffel is what 


you need. 


Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and a 
complete line of turbine accessories. 
Our plant is entirely modern and well. 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 


of our service. 


Leffel puts 91 years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


= THE JAMES LEFFEL & CO. 


i 


SPRINGFIELD, OHIO, U.S.A. 


CFFICIENT HYDRAULIC POWER FOR SI YEARS 
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SELDOM HAS THERE BEEN such an opportunity 
for those who invest for income as exists 
today through the ownership of shares of the 
country’s operating utilities. These stable 
enterprises offer geographic diversification 
and yields of 4% to 6% for your funds. 
The following factors make these securities 
an exceptionally attractive means of build- 
ing a long-term investment program: 

(1) A favorable outlook for expansion of gross 
earnings—due to an increasing number of 
customers and increasing use per customer. 

(2) Corporate structures and property valuation 
are conservative. 


Own An Interest 
In the Company 
That Brings 
Electric Servants 


Into Your Home 


(3) Liberal dividend yields—with conservative 
relation to earnings. 


As brokers and dealers we specialize in 
helping investors to select sound securities 
for investment such as these operating utility 
companies. We will be pleased to furnish 
complete information about current oppor- 
tunities and invite you to write to the In- 
vestment Service Department. 


Note to Operating Utility Executives: 


As ‘underwriters, our services in the 
distribution of your securities, our 
research facilities and the experience 
gained over several decades, may prove 
helpful to you. We invite your inquiry. 


KIDDER, PEABODY & CO. 


Established 1865 
Members New York Stock Exchange 


17 Wax Street, New York 5, N.Y. 


PHILADELPHIA 


CHICAGO 





























© 4-Speed Main 
Transmission 


@ Wheel-Type—Fastest 
Digging Method 

® 12-Speed Crawler 
Transmission 


© Wider Range of 
Trench sizes 


@ Generously 
Powered 








© Compact—Less Than 
60” Wide 

© Full-Crawler 
Mounting —Com- 
pletely Maneuverable 


® Fast Boom Hoist 
© Shiftable Conveyor 


© Truck-Speed 


<~<ggti = Portability—Safer, 
Faster Job Moves 


at LESS COST 








Fs @ One Machine for 
wae = Mains and Services 


® Digs All Soils in 
All Weathers 


® Less Property 
Damage—Crawlers 
Save Lawns, 
Walks, etc. 


@ Unit-Type Con- 
struction 


@ Lower Maintenance 
Costs 





® Longer Life 


‘a 
Sxl) THE CLEVELAND TRENCHER CO. 


Sw VA 
SS Za ‘@) toneer of the Mo rn Trencher 


20100 ST¥. Ci aie AVENTIS « Crews as 
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BUILD LOAD with 
INDUSTRIAL 7 


ONE 





in You can lend a helping hand to industry in 
your area ...and increase your leading power 
CHEMICAL PROCESSING factor load at the same time ! 


from cortisone to jet 
















. If any of the plants you serve are faced 
plane lubricants 
with an oxidation problem, they will be happy 
to learn of Welsbach Ozone... the oxidant 
WATER PURIFICATION whose many virtues make it the outstanding 
from municipal water choice over conventional chemical oxidants. 
to bottling plants And while it saves money for the consumer, it 
will mean a new and more desirable load for 
INDUSTRIAL WASTES you. Welsbach Ozone is produced entirely by 
TREATMENT ond clean, dry air or oxygen is the only other 
destruction of phenols “raw moterial” necessary. 


electricity through power consuming devices... 


and cyanides 
If you would like to know more about this 


unique oxidizing agent, send now for the article 
"You Can Build Load with Industrial Ozone,” 
reprinted from Electrical World. 





INDUSTRY IS INTERESTED IN 


i a 
eit: 


i 


one PROCESSES DIVISION 


4S}: ee) Ne 
: sn a — , 


PIONEERS IN CONTINUING. OZONE RESEARCH 
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THANKS for helping to PUT | 


\= A 
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T THE LIGHT 
on NIAGARA FALLS! 





Ove OF THE MOST important measures affecting 
the electric industry before the 83rd Congress is the 
Capehart-Martin-Miller Bill — the “private enter- 
prise” bill that will permit five New York State 
electric companies to develop additional electric 
power from the Niagara River. 
THE PEOPLE SUPPORT IT 

Last year, hundreds of resolutions supporting the 
bill were passed by major labor groups, farm 
groups, industry groups, taxpayers’ associations 
and many others. Editorials supporting the bill 
appeared in the leading newspapers in 45 of the 
48 states and in many national publications. 

YOU LET THE PEOPLE KNOW 
Thanks for helping us “put the light” on the fact 
that free enterprise is ready, willing and able to do 
this job. Thanks for distributing “More Power 
From Niagara” literature to your stockholders and 
customers, explaining the program . . . for the 
speeches made . . . for getting the facts across to 
the American people! Your every effort in the 
continuing fight for free enterprise will bring early 
passage of the Capehart-Martin-Miller Bill. 








MORE POWER FROM NIAGARA 


CENTRAL HUDSON GAS & ELECTRIC CORPORATION 
CONSOLIDATED EDISON COMPANY OF NEW YORK, INC. 
NEW YORK STATE ELECTRIC & GAS CORPORATION 
NIAGARA MOHAWK POWER CORPORATION 
ROCHESTER GAS AND ELECTRIC CORPORATION 
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This advertisement is neither an offer to sell, nor a solicitation of an offer to buy any of these securities, 
The offering is made only by the Prospectus. 


NEW _ISSUE May 13, 1953 


183,300 Shares 


Lone Star Gas Company 
4.75% Convertible Preferred Stock 


(Cumulative—$100 Par Value) 


Holders of the Company’s outstanding Common Stock are being 
offered the right to subscribe at $100 per share for the above shares of 
Preferred Stock at the rate of one share of Preferred Stock for each 
thirty shares of Common Stock held of record on May 13, 1953. Sub- 
scription Warrants will expire at 3:30 P.M., Eastern Daylight Saving 
Time, on May 27, 1953. 

The several Underwriters have agreed, subject to certain conditions, 
to purchase any unsubscribed shares and, both during and following 
the subscription period, may offer shares of Preferred Stock as set forth 
in the Prospectus. 


Copies of the Prospectus may be obtained from any of the several under- 
wrilers only in States in which such underwriters are qualified to act as 
dealers in securities and in which such Prospectus may legally be distributed. 


The First Boston Corporation 
Kuhn, Loeb & Co. Smith, Barney & Co. 
Blyth & Co., Inc. Goldman, Sachs & Co. Harriman Ripley & Co. 
Kidder, Peabody & Co. Lehman Brothers Merrill Lynch, Pierce, Fenner & Beane 
Dominick & Dominick Drexel & Co. W. C. Langley & Co. Shields & Company 
Tucker, Anthony & Co. Dean Witter & Co. First Southwest Company 
Rauscher, Pierce & Co. Inc. Schneider, Bernet & Hickman _ Chaplin and Company 
McKelvy & Company Moore, Leonard & Lynch Singer, Deane & Scribner 


R. A. Underwood & Co. Rotan, Mosle and Moreland Henry-Seay & Co. 


Incorporated 
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A 7,000,000 HP 
Success Story 


Achievements of Newport News personnel 
in designing and building water power 
equipment during the past thirty years 
reflect a high integration of skill and pro- 
duction facilities. 


Answering demands for hydraulic turbines 
rated as high as 165,000 horsepower and 
as low as 500 horsepower, this trained 
organization has successfully filled con- 


NEWPORT NEWS 


Interior view of spiral casing at Norris Dam 


tracts with an aggregate rated output in 
excess of 7,000,000 horsepower. 

Other essential equipment including pen- 
stocks, spiral casings, valves, pumps, gates 
and rack rakes are also designed and built 
by Newport News. 

An illustrated copy of our booklet,“WATER 
POWER EQUIPMENT,” will be sent to 
you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 
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# ALMOST A QUARTER-CENTURY OF 
GOOD SERVICE... THEN EXIDE AGAIN 


‘\ Exide-Manchex 
\ 
4 





BATTERIES 


Little more than 4 per cent a year for depreciation! That’s what it 
cost the Alabama Power Company for the Exide batteries installed 
in two of their substations 21 and 23 years ago. Because of this long- 
life record and continued good battery performance, when replace- 
ment time came ‘round, it was Exide again—Exide-Manchex, 
the dependable, money-saving battery that assures: 
1 POSITIVE OPERATION: Dependable performance at ample 
voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switchgear opera- 
tion with adequate reserve power for all other control circuits 
and for emergency lighting. 
4 LOW OPERATING COST: Extremely low internal resistance. 


LOW MAINTENANCE COSTS: Water required about twice a 
year. No change of chemical solution during life of battery. 


LOW DEPRECIATION: Sturdy, long-life construction. 


GREATER CAPACITY in a given amount of space avoids 


overcrowding. 
e . o 


Various sizes and types of Exide Batteries are available 
in plastic containers. 


batteries (65-cell EME-15) in sub- 
stations of Alabama Power Company. 
(A) Magella Substation, Birming- THE ELECTRIC STORAGE BATTERY CoO. 
ham, Ala. (B) Bessemer Substation, Philadelphia 2 


Bessemer, Ala. Each installation : Exide Batteries of Canada, Limited, Toronto 
mounted on two single-row, 2-tier racks. ; “Exide” and “Manchex” Reg. T7.M. U.S. Pat. Of. 


for all control and substation services. 


Installations of new Exide-Manchex 4 Exide-Manchex is your best battery buy 


heelae 


-_-—_ 
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Even 76,090 Partners aren't enough! 


In the past seven years, ‘alone, the 
umber of Pennsylvania Power & Light 
ompany shareowners has risen from 
6,998 to an amazing 76,090. But this 
s still far from the goal we seek. And 
» we look forward to each new name on 
wr stockholder list every bit as eagerly 
swe always did. 

Partly our goal is an ever-increasing 
umber of shareowners. Actually, im- 


possible as it now may sound, our full 
oal is someday to have every customer 
partner, too. Then truly we would be 
home-town industry in every way. 


Tennsylvania Power & Light Company 


Already, three out of four of our 
shareowners live in Pennsylvania. Of 
these, currently, two out of three are 
customers. Here are real benchmarks of 
progress. 


Within the framework of such 
home-town interest as reflected in 
increasing numbers of local in- 
vestors, lies the business-managed 
utility’s greatest opportunity for 
positive public relations...and for 
the subsequent growth that comes 
with public confidence. 























If the service we render borders at times on the 
spectacular it is because we are better equipped in 


all phases of our work to do the unusual things 
demanded of us. And if your present financial printing 


arrangements do not give assurance of that kind of service 
it would be a wise course to try 


L i Pe Cc | L i financial printers 


NEW YORK (6): 
3 CHICAGO (5): 732 Sherman Street * WAba 


Specialized service in all 
documents relating to 
corporate finance and 


stockholder and public relations. 


130 Cedar Street * WOrth 


His 
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GASAPACK 


Space-Heater Control 


SO: 


T’s easy to see the difference between old- 

fashioned methods of gas control and this 
up-to-date Model 54 Gasapack. Used on 
modern space heaters, it gives you many 
sales and operating advantages. 

For example, the new “Comfort Snap” 
control — instantly added to any A-P Model 
54 Manual Gasapack — converts it immedi- Here’s what you get with the 
ately to automatic temperature control. “Comfort Snap” Control 

It modulates from high to low fire... © AR the cheamen & © Senki were 
then quietly snaps off if no further heat is the Model 54 Gasapack thermo- bulb efficiently 


7 . : ° - plus fully automatic regulates burner opera- 
needed. When heat is again required, the control. tion, 
> S S } Gp No wiring: no wall ther- There’s no “‘bang-on... 
control — the fire back to at least 50% mostat. Attached to man- “*bang-off.’” You get no 
of high fire eee then modulates to suit tem- ual Gasapack in only a hums, clicks or chatter— 
perature demands. few minutes. : no Huteering or popping. 
Completely automatic Maintains constant, 
Silent smooth and trouble-free this silent action; modulation from healthful room tempere- 
oa . , ° high to low fire. tures in any weather. 
control eliminates fluttering and popping of If low fire furnishes too Stimulates heater sales 
flame — bans chattering, groaning and vi- much heat, burner snaps . insures customer 


. roe : off — but SILENTLY! satisfaction. 
bration. Write for Bulletin 6220 today. cba: eaten 


A-P CONTROLS CORPORATION 


2400 N. 32nd Street, Miuwaukee 45, Wiscon# 


e In Canada: A-P Controls Corporation, Lid.) 
Hp) DEPENDABLE Controls A-P Controls Corp 
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| Edison Electric Institute ends annual convention, Atlantic City, N. J., 1953. 
€ 


Pennsylvania Ind. Telephone Asso. ends convention, Pocono Manor, Pa., 1953. ‘e} 





Califernia Independent Telephone Association will hold annual convention, Los Angeles, 
Cal., June 18, 19, 1953. 





I ¥ 
June 18-20, 1953. 


National Society of Professional Engineers will hold meeting, Daytona Beach, Fia., 
9 





| Arkansas Butane Dealers Association begins convention and trade show, Little Rock, 


Ark., 195 





| National Association of Electrical Distributors, Pacific Zone, begins spring meeting, 


Pasadena, Cal., 1953. 





California Municipal Utilities Association begins annual conference, San Francisco, 
Cal., 1953. 





National Association of Radio Farm Directors ends 4-day spring meeting, Houston, 
Tex., 1953. 





Wisconsin Utilities Association, Accounting Section, will hold convention, Elk- @ 
hart Lake, Wis., June 21-23, 1953. 





New England Meter Engineers begin meeting, West Lynn, Mass., 1953. 
National District Heating Asso. ends 4-day meeting, Chattanooga, Tenn., 1953. 





Oregon Independent Telephone Association and Washington Independent Telephone 
Association end 2-day joint convention, Yakima, Wash., 1953. 





Canadian Gas Association begins meeting, Montreal, Canada, 1953. 





American Institute of Electrical Engineers begins summer general meeting, Atlantic 
City, N. J., 1953. 





Society begins exposition at national spring technical meeting, 


American Welding 
Houston, Tex., 3 





| 
1 


American Society of Civil Engineers begins meeting, Miami Beach, Fla., 1953. 
Canadian Transit Association ends convention, Montreal, Canada, 1953. 
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Courtesy, Hamilton Wright Organization 
Photo by Hamilton Wright IV 


Venezuela’s “Angel Falls” 


A rare view, usually hidden by clouds which are the source of the falis— 
fifteen times higher than Niagara. (See page 760.) 
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Dangers of the Authority 


Mechanism 


The only way the government can show lower cost, compared 

with private industry production of electric power, aside from 

improper accounting, must lie in the avoidance of taxes and the 

ignoring of interest costs. Here are the reasons why the author- 

ity mechanism should be approached with caution by public 
officials. 


By B. L. ENGLAND* 
PRESIDENT, EDISON ELECTRIC INSTITUTE 


ties have shown by positive ex- 

ample that they are quite able 
and willing to meet all electric needs 
of our country at any time and any 
place. 

Since the war end no industry in 
the world has equaled its expansion 
program. 

The future growth of the industry 


f | \HE investor-owned electric utili- 


*Also president of Atlantic City Electric 
Company. See “Pages with the Editors.” 
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is well planned and past records prove 
the accuracy of the industry’s fore- 
casting of load requirements. The size 
of a sound economic power develop- 
ment is no obstacle to the investor- 
owned companies as, by example, the 
Electric Energy, Inc., installation of 
approximately 1,000,000-kilowatt ca- 
pacity at Paducah, Kentucky ; the Ohio 
Valley Electric Company, over 2,000,- 
000-kilowatt installation under con- 
struction in Pike county, Ohio (cost- 
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ing over $400,000,000) ; and the offers 
to build hydro projects without any 
burden to taxpayers (actually major 
tax producers) such as the Niagara 
river redevelopment program (costing 
over $350,000,000), and _ several 
others. The government does not have 
to expand in its power business and 
should not be permitted to build un- 
economical projects, as these are the 
only ones business is unable to build. 

The only means the government has 
of showing on its books a lower cost 
of power production is by accounting 
methods, avoidance of full share of 
taxes, and ignoring interest costs. It 
has no magic formulas of making a 
kilowatt hour cheaper than people out- 
side of government in private business 
can produce a kilowatt hour. 


B pee authority method of financing 
and operating public projects is 
being given more and more thought by 
our public officials and the danger of 
this should be more generally under- 
stood by the public. The example of 
the New Jersey Highway Authority, 
which has the responsibility of build- 
ing a $285,000,000 parkway the full 
length of the state, has made this 
writer realize more clearly the pos- 
sible dangers of the authority-type 
mechanism. 

The flowering of the use of author- 
ity-type financing has run wild in our 
garden of public projects. Some very 
penetrating comments, warnings, and 
directions for appropriate use have 
been written by students of govern- 
ment and public finance. It has been 
well said that “In drawing conclusions 
respecting government ownership of 
business, the student should distin- 
guish the motives which have 
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prompted it.’’? That, of course, is the 
basic problem in considering the rela- 
tive merits and disadvantages of au- 
thority-financed public enterprises, 

Luther Gulick has said, “‘an author. 
ity is a governmental business corpora- 
tion set up outside of the normal 
structure of traditional government so 
that it can give continuity, business 
efficiency, and elastic management to 
the construction or operation of a self- 
supporting or revenue-producing pub- 
lic enterprise.” 

A partial list of types of authorities 
may be useful at this point: 


Industrial Exhibit 
Water 

Parking 

Bridge 

Housing 

Parkway and Highway 
Port 

Power 

Rapid Transit 
Public Markets 
Airport 

Terminal 

Sewer System 
School Building 
State Office Building 
Teachers’ College 
Mental Hospital 


This list can, after brief examina- 
tion, be broken down into two cate- 
gories. One would include authorities 
which are supported by revenue from 
rents, fees, tolls, and charges levied, 
in accordance with business account- 
ing principles, on the segment of the 
public which uses the services ren- 
dered. The second would include au- 
thorities which are not self-sustaining, 


1 Government Control of Business, by Harold 
D. Koontz, page 890. 

2“Authorities and How to Use Them,” by 
ge Gulick. The Tax Review. November, 
1947. 
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DANGERS OF THE AUTHORITY MECHANISM 








Government Economies All on Paper 


¢é HE only means the government has of showing on its books 
a lower cost of power production is by accounting methods, 
avoidance of full share of taxes, and ignoring interest costs. It has no 
magic formulas of making a kilowatt hour cheaper than people outside 
of government in private business can produce a kilowatt hour.” 





but are tax-supported by methods 
which charge the services rendered to 
the general treasury. 


—— Gulick we may learn that an 
authority is a public corporation 
which can sue and be sued and which 
can make long-term contracts. Fur- 
thermore, on motion of its administra- 
tors and within its corporate charter, 
it engages in business activities as 
might any private enterprise. The 
costs of operation, however, differ 
from those of business in that the au- 
thority pays no taxes on income, 
property, revenues, and securities un- 
less the charter provides for tax pay- 
ments or the administrators determine 
that in the interest of good public rela- 
tions, partial payments in place of 
taxes will be made. 

An authority, since it is govern- 
mental in a sense, is frequently relieved 


of obligations with respect to some of 
the regulatory laws which govern 
private business. Antitrust regulations 
do not apply. On the other hand, de- 
spite its quasi governmental character, 
its labor and working practices need 
not come under civil service jurisdic- 
tion. Salary scales and hiring prac- 
tices are subject to the decisions of the 
administrators. The governmental sys- 
tems of accounts and controls and 
auditing practices may be and quite 
often are ignored and new and differ- 
ent ones adopted. On the whole, demo- 
cratic process and control work re- 
motely and are usually confined to the 
original terms of reference, objectives, 
limitations, etc. 

Have we ever heard of an authority 
going bankrupt because of poor man- 
agement and incorrect uneconomic de- 
cisions? If a mistake is made by an 
authority, more money is poured in to 
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correct it. Bankruptcy, of course, hap- 
pens in a private business. 

The tax-supported authorities are 
usually established because borrowing 
power of local government is legally 
limited. The limit of borrowing for 
schools ranges from approximately 1 
per cent to 10 per cent of the assessed 
value of real estate. 


HE authority tends to mask the 
actual condition of public debt 
and it may very well be a devious 
means of circumventing debt limits. 
“Let us not forget the debt limits 
came into being to protect taxpayers 
from themselves, during moments 
when enthusiasm outstrips caution and 
from ambitious officials.’ 

Because the authority is govern- 
mental, extragovernmental, and busi- 
ness at one and the same time, it may 
be freed of the responsibilities imposed 
by democratic control while escaping 
the harness of good business practices. 
“The governmental patent medicine 
today carries in big letters the magic 
word ‘authority’ and nobody stops to 
read the fine print below.’”* 

The incisive questions as to the ap- 
propriateness of the authority instru- 
ment have been suggested by Austin 
J. Tobin’ as: 


Is the program self-supporting ? 

Is the program one which requires 
business efficiency ? 

Is the enterprise one for which de- 
cisions to be made are essentially of 
commercial and business character? 


8“Use of Special Authorities to Finance 
School Improvements,” by David M. Ellin- 
wood. Municipal Finance. August, 1952. 

4 Idem (2). 

5 The Place of Authorities in the Life of 
New Jersey Citizens, by Austin J. Tobin. 
Bureau of Governmental Research, Rutgers 
University. March 26, 1953. 
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Is the enterprise one for which de- 
cisions cannot be governed by con- 
siderations of party politics or political 
boundaries ? 

Is the enterprise one which requires 
initiative, imagination, risk-taking? 


HE authority provides an orderly, 

effective way of rendering im- 
portant public service to a segment of 
the public without the difficulties of 
periodic political upsets, vetoes, and 
tax-raising difficulties. We ought to 
remember, however, that today’s 
popular toll road and toll bridge are 
old devices which were known before 
the republic was founded. We ought 
to remember that free public highways 
and bridges contributed to the growth 
of our country and that earlier gen- 
erations rejected tolls and turnpikes 
as restrictive and undemocratic. The 
early superhighways and parkways 
were devised to cause through traffic 
to circumvent the small communities 
that lay along the customary arteries. 
The trucks and tourists had no busi- 
ness in these towns and brought no in- 
come to them, so the toll roads were 
revised to divert the through traffic 
and to make it pay for the privilege. 
The pay-as-you-go principle has its 
limitations, and the notion that the au- 
thority mechanism is the best way to 
insure it should be approached with 
caution. 

Ellinwood has pointed out that the 
authority instrumentality deprives the 
voters of the privilege of reviewing 
proposed capital expenditures. Fur- 
thermore, tolls in excess of costs of one 
service may be collected for the pur- 
pose of operating some other service 
which is uneconomic. The use of the 
so-called “loss leader” is a well-known 
department store technique, and as 
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such is used in the over-all interest of 
the stockholders. In the authority, on 
the other hand, only the limitation of 
the initial charter or the self-imposed 
restraint of the administrators can 
keep uneconomic “empire building” 
under control. The absence of the 
democratic veto power and the lack of 
restraint of referendum invite abuse. 
It has been well said that “overzealous 
to accomplish government improve- 
ment, we despair conservatism and 
wish we had power to act in an auto- 
cratic fashion.’ 

The authority must demonstrate 


8 Idem (3). 


z 


its devotion to the public interest 
by submitting sound and lucid ac- 
counting reports and by fighting to 
maintain its independence from politi- 
cal pressures. It must restrain the im- 
pulse to expand its powers and activi- 
ties beyond the objectives of its terms 
of reference. Voluntarily, it should 
seek to insure restrictive legislation to 
this end. When expansion of objective 
is needed in the public interest, it is 
the public served, through its elected 
legislature, which should expand it. 
Empire building is an antidemocratic 
evil, whether practiced by a govern- 
mental bureaucracy or by a well-in- 
tentioned authority. 


Additional Bibliography 


“Administering the Public Authority” by 
Austin J. Tobin, Dun’s Review. June, 1952. 

“Contribution of Authority to Efficient 
Municipal Management,” by Dr. Frederick 
L. Bird. Conference of the Pennsylvania 
— Authorities Association. October, 


“The Administration of a Port Authority,” 
by Austin J. Tobin. Greater Philadelphia-South 
Jersey Council. October 3, 1952. 


“Why a Thruway Authority?” Presentation 
by Citizens Association of Connecticut before 
the roads, bridges, and rivers committee of the 
eo. legislature in Hartford. February 


“Water Authorities in Pennsylvania,” by 
Braucher, Fisher, Sahli, and DeGroot. Journal 
of the American Water Works Association. 
February, 1953. 





c¢ Pym has led us to believe that we should have 
freedom from everything—from want, from fear, 


and all the rest. Who will have the fortitude of leadership 
to shout to the housetops that this country grew great because 
we were given constitutional freedom to (just a simple change 
of the preposition)—freedom to work, and so not to want; 
freedom to an education, and so to be part of our enterprise 
system, dictated by ambition, work, energy, and imagination ; 
freedom to worship as we please, and not to be forced to 
worship the state as a provider; yes, and freedom to provide 
security as I am attempting to outline it . .. Give a man free- 
dom from everything, and you will also give him freedom from 
initiative and from the venturesomeness that contributed so 
greatly to the building of our nation.” 
—H. Bruce PALMER, 
President, Mutual Benefit 
Life Insurance Company. 
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Why Interior Dropped 
Hell’s Canyon Project 


We are still hearing repercussions in Congress and in the press 
over the forthright action taken by the Interior Secretary in re- 
fusing to block a private company’s application for license to 
build a power dam on the Snake river in Idaho. This frank 
statement explains the broader implication of the Interior De- 


partment’s present attitude towards public and private hydro- 
electric power development. 


By tHE HONORABLE DOUGLAS McKAY* 
SECRETARY OF THE INTERIOR 


HE Hell’s Canyon project has 

been planned to produce a large 

block of power at the dam site, 
increase the power output at several 
existing and proposed dams down- 
stream, improve navigation and flood 
control, and produce recreation bene- 
fits. 

In addition, it is intended to pro- 
vide a subsidy that will permit the 
reclamation of a large acreage of ir- 
rigable farm land in the vicinity of Mt. 
Home, Idaho. 

The cost of the Hell’s Canyon proj- 
ect is not small and bears examination 
in the light of present efforts to bal- 


*For additional personal note, see “Pages 
with the Editors.” 
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ance the national budget. The esti- 
mated cost of the facilities directly 
related to Hell’s Canyon and necessary 
to produce and distribute the power 
which is credited to this project is 
$559,791,000, divided as follows: 


A. Hell’s Canyon dam, including 
power plant 

B. Transmission lines 

C. Additional turbines and genera- 
tors required at downstream 


58,707,000 


$356,810,000 
144,274,000 


Total direct cost to produce 
and distribute power credited 


to Hell’s Canyon $559,791,000 


The estimated cost of the Payette 
unit of the Mt. Home irrigation sys- 
tem is $282,800,000. This will irrigate 
182,000 acres of land and provide 90,- 
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WHY INTERIOR DROPPED HELL’S CANYON PROJECT 


000 kilowatts of installed generating 
capacity. 

The total estimated cost of the 
Hell’s Canyon project and the Payette 
unit is $842,591,000. The cost of 
power is $337 per kilowatt of installed 
capacity and the cost of irrigation is 
$1,200 per acre. 


I" is also necessary to appreciate that 
before the full estimated power 
benefits of Hell’s Canyon can be 
realized, all of the proposed and au- 
thorized dams on the Snake and 
Columbia rivers below Lewiston must 
be completed. Of these, Bonneville 
dam is now completed, McNary dam 
is nearing completion, and The Dalles 
dam is being built. No appropriations 
have been made for the John Day dam 
or any of the four dams on the lower 
Snake river. The estimated cost of 
these five new dams, not including 
transmission lines, is $881,000,000. 
For this investment separate power, 
navigation, and flood-control benefits 
will be realized to support the cost, 
but none the less the money must be 
spent before Hell’s Canyon dam is 
fully effective. 

The Heli’s Canyon project has been 
before Congress twice. On one oc- 
casion legislation was indefinitely post- 
poned and on the other it was defeated. 
New legislation is now before both 
houses, but in view of efforts to bal- 
ance the budget it appears doubtful 
that appropriations for the work could 
be justified now even if the project is 
authorized. 

We, therefore, find ourselves with 
a plan to do some very desirable 
things for the Northwest and we do 
believe the Hell’s Canyon project is 
generally feasible from an engineering 
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viewpoint. However, we cannot be un- 
mindful of the probability that the 
large appropriations necessary to start 
and complete the work may not be 
available for a considerable period of 
time. This would be of less significant 
consequence if the Northwest were not 
now Critically short of power so neces- 
sary for its own economic well-being 
and also for the defense effort. For 
these reasons at least we must, there- 
fore, give serious consideration to the 
proposal of the Idaho Power Company 
plan to build dams on the Snake river 
at Hell’s Canyon, Oxbow, and Brown- 
lee. 


HE Department of Interior would 

be playing the reprehensible part 
of “a dog in the manger” if it insisted 
on opposing a badly needed develop- 
ment that private capital is ready and 
willing to undertake if the plan pro- 
posed by the Idaho Power Company 
is reasonably comparable as to results, 
while the department itself has no as- 
surance that it can carry out its plan 
without extended delay. 

The matter then reduces itself to 
two basic questions which are: 

1, Will the plan to build the Hell’s 
Canyon, Oxbow, and Brownlee dams 
permit reasonably comparable de- 
velopment of the natural resources 
involved and avoid serious wastage? 

2. Will it be possible to find other 
reasonably comparable means of pro- 
viding a subsidy for the reclamation 
features of this project? 

While the responsibility for resolv- 
ing the first question is by law a matter 
for the Federal Power Commission to 
determine, we do recognize that the 
matter can be argued either way. If 
cost and economics and time of com- 
pletion are discounted, the Hell’s 
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Improper Use of the Preference Clause 


6c HE preference clause has been used as an implement for the 

Federal control of power rates and management at the local level. 

I am convinced that this practice is not in keeping with the intention 

and purposes of the preference clause. Federal power should be brought 

into communities and distributed by whatever retail systems prevail in 
the community at the time the power ts available.” 





Canyon project will probably produce 
more total prime power than the 3- 
dam plan, though even this point can 
be contested. However, our general 
studies do not indicate that the ad- 
vantage is large.* 


yg the Hell’s Canyon dam and 
the 3-dam plan would provide a 
maximum head for generation of 
power of 602 feet. The Hell’s Canyon 
dam would have an ultimate installed 
capacity of 900,000 kilowatts and the 
three dams would have 783,000 kilo- 


watts. The essential difference in the 
two plans lies in the greater storage 
capacity of 3,880,000 acre-feet for 
Hell’s Canyon and 1,000,000 acre-feet 
by Idaho Power Company. The 1,- 
000,000 acre-feet are approximately 
sufficient to store all of the surplus 
water that flows through Hell's 
Canyon in a low-water year. The 
greater storage in the Hell’s Canyon 
dam becomes valuable over a period 
of several low-water years. Further- 
more, the value of the storage for the 
generation of power in either plan is 





1In a statement filed with the secretary of 
the FPC on the application of the Idaho Power 
Company for the Oxbow license, Clarence A. 
Davis, Interior solicitor, stated in part: 


As we view the matter, the granting of 
licenses for the construction of dams and 
hydroelectric plants on the rivers of the 
United States is the primary function and 
responsibility of the Federal Power Com- 
mission and not of this department. On the 
other hand, this department wishes to assist 
the commission to whatever extent the com- 
mission shall request to enable it to arrive at 
its conclusions. This department will there- 
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fore make available to the commission all of 
the information which it has regarding the 
above entitled application, and render to the 
commission such assistance as the commission 
may request in order that a full and com- 
plete examination of the merits of the above 
application may be available to the commis- 
sion, and will co-operate in any way which 
the commission desires to assist it in the ful- 
fillment of its functions. It is not felt that a 
formal petition of intervention is necessary 
for that purpose, and that in some respects 
the department destroys its own value as 
a repository of information when it becomes 
a partisan contestant. 
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dependent to a very large extent on 
the number of downstream power 
plants through which the stored water 
can flow. 

If all the presently completed and 
under-construction projects below 
Hell’s Canyon are considered, the 
Hell’s Canyon dam is creditable with 
approximately 210,000 kilowatts of 
prime power more than the three 
dams, If all of the authorized, but not 
financed, projects are completed, the 
advantage to Hell’s Canyon becomes 
about 260,000 kilowatts. If all of the 
projects proposed for the Columbia 
river system are built, the advantage 
to Hell’s Canyon is reduced to ap- 
proximately 170,000 kilowatts of 
prime power. There are other possible 
combinations of proposed projects that 
will give either greater or less differ- 
ence, but the above figures are be- 
lieved to be a reasonable measure of 
the maximum difference that should 
be anticipated. 


[’ should be noted that, considering 
the time necessary for design and 
construction before initial production 
of power and the need for balancing 
the national budget, it is reasonable to 
assume that the first unit of the 3-dam 
project can be on the line seven or 
eight years before the Hell’s Canyon 
dam can be in production. During this 
period there would, in effect, be a sub- 
stantial loss of power and based 
upon reasonable estimates, the Hell’s 
Canyon project would have to operate 
more than twenty-five years before it 
could possibly make up for the loss. 
It could never replace the loss at the 
present time when it is very critical. 

In so far as flood control is con- 
cerned, there is little to choose between 
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the two plans. Either the Hell’s 
Canyon dam with its larger storage 
capacity and the Brownlee dam with 
its lesser storage capacity would, if 
they had been operated perfectly, have 
had the effect of reducing the crest of 
a flood equal to that of 1948 by about 
0.7 feet at Portland. For larger floods 
on the Snake river, which occur infre- 
quently, the Brownlee dam would be 
somewhat less effective. 

The Hell’s Canyon dam would be 
somewhat more effective in improving 
navigation but this benefit is small. 


Se responsibility for resolving 
the second question, which has to 
do with reclamation subsidy, is not a 
direct concern of the Federal Power 
Commission but rather a matter for 
the Department of the Interior and the 
Congress to consider. The Hell’s 
Canyon project is not an integral part 
of the Payette unit or any other 
reclamation project and so there is no 
reason why it need be considered the 
only project that can be used to create 
this subsidy. For this purpose, and if 
Congress agrees, there appears to be 
no reason why other projects in the 
basin could not be used with the same 
logic as that proposed for Hell’s 
Canyon. Of these other projects there 
is Mountain Sheep or Nez Perce on 
the Snake river, several dams on the 
Salmon, and more on the Clearwater 
rivers. 

In view of these circumstances and 
since by law the Federal Power Com- 
mission is clearly charged with con- 
sidering the matter of full and reason- 
able development of the resources in- 
volved, the Department of the Interior 
will follow the usual and normal 
process of furnishing the Federal 
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Power Commission with all informa- 
tion, plans, and other data available to 
the department in the matter and will 
abide by the findings of the commis- 
sion. 


Public Power Policy Administration 


HEN this administration came 

into power, it was not possible to 
approach problems arising out of rela- 
tive Federal, state, and local interest 
in multipurpose dam development in 
the light of what we might have done, 
had not a Federal pattern been already 
set. We must start at the point of con- 
ditions as they are. If we find unfor- 
tunate trends, then it is incumbent upon 
us to establish new trends that will lead 
us in what we believe is the right di- 
rection. 

We have, by inheritance, in the De- 
partment of the Interior, a Federal 
power structure that was conceived, I 
suspect, with one idea in mind, that of 
a completely federalized electric-gen- 
erating system, a government monop- 
oly in large areas of the United States. 
We find that the Bonneville Power 
Administration, the Bureau of Recla- 
mation, the Southeastern Power Ad- 
ministration, and the Southwestern 
Power Administration have all been 
expanded beyond the bounds which 
were originally set as their goal; that 
is, as measured by the conception of 
the present administration. 

Weall know that water is our great- 
est natural resource. We are all dedi- 
cated to the proposition that the best 
and most efficient use of water is our 
ultimate goal. We should not deviate 
in any way from achieving this goal. 
As we look at our rivers, or at least 
most of them, we see water flowing 
wastefully into the sea during most of 
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the seasons, and during the flood sea- 
son destroying millions of dollars 
worth of property. To conserve and 
gain the best use of that water, we 
must harness it and put it to work. The 
big multiple-purpose dams you will 
find on the large river systems com- 
prising flood control, navigation, mu- 
nicipal water requirements for health 
and sanitation, irrigation, benefits to 
fish and wild life, and hydroelectric 
power, all confer benefits over a very 
wide area. There are so many of them 
that there are no means of charging 
them directly to the people benefited or 
of directly taxing for their support. 
Their magnitude is such that they do 
not lend themselves to private enter- 
prise. If we are to achieve all of the 
benefits from them, the program must 
come in the form of a Federal project. 
It is beyond the capacity of private en- 
terprise, because private enterprise 
cannot assume all these indirect and 
public benefits. They are frequently 
beyond the capacity of state and local 
government, because of the large geo- 
graphical area involved. 


iy should be our objective in these 
multipurpose reservoir projects to 
utilize this water resource to the maxi- 
mum in the generation of hydroelectric 
power, so far as that can be done, with- 
out taking away what we need for con- 
sumptive purposes, such as reclama- 
tion, municipal water, and other uses 
in that category. 

When that power is generated by 
the Federal government, the question 
arises as to how it should be disposed 
of. Congress through the years has es- 
tablished rules and regulations for us. 
One of these rules is the preference 
clause which gives certain marketing 
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agencies a priority classification. The 
administration of this priority classi- 
fication, however, poses many difficult 
problems. For instance, the adminis- 
tration of the preference clause in some 
instances has been out of order when 
it has been used to compel changes in 
the organizations that distribute power 
at retail in local communities. 

The preference clause has been used 
as an implement for the Federal con- 
trol of power rates and management 
at the local level. I am convinced that 
this practice is not in keeping with the 
intention and purposes of the prefer- 
ence clause. Federal power should be 
brought into communities and dis- 
tributed by whatever retail systems 
prevail in the community at the time 
the power is available. If preference 
customers are there and ready to buy 
power, they should be so recognized 
and be given the power they require. 
That power should be sold on the basis 
of long-term contracts, and, by the 
same token, the remaining power 
should be made available to other cus- 
tomers in the area, also on the basis of 
equally long-term contracts. 


§ fenen is another aspect of the 
preference clause. This is one that 
is certainly not in keeping with sound 
business judgment. It has been the ef- 
fort and ambition to extend transmis- 
sion lines all over the country, solely 
for the purpose of serving preference 
customers that are beyond reasonable 
marketing distance from the source of 
power. These are matters that can be 
changed by the administration of the 
act. Once we depart from the concep- 
tion of a Federal power monopoly, 
tied into local public power which can 


later easily be taken over by the Fed- 
eral wholesale power system, we 
shall be on the path of eliminating 
many of the disturbing consequences 
that the Federal power system has 
brought to our states and communities. 

Turning back all of our Federal 
power systems to private enterprise, in 
my judgment, is out of the question. 
It would be a grave policy error to sup- 
port that type of program. All our peo- 
ple, I am sure, agree that when the 
government produces hydroelectric 
power, that power should be available 
to all the people. Whatever we may say 
about the efficiency of private enter- 
prise in the distribution of electric en- 
ergy, neither this administration nor 
any other should turn our federally 
produced power projects over to pri- 
vate business. As for me, I have no in- 
tention of being a party to turning any 
of these federally built projects to pri- 
vate operations. 


W: will continue within the limits 
that the national budget will per- 
mit with construction of such of these 
projects as are economically feasible 
and fall in the proper category of Fed- 
eral projects, as I have described them 
heretofore. We will encourage to the 
utmost extent possible the construction 
and management of facilities by the 
states, municipalities, public agencies, 
and private enterprise. I am neither for 
nor against either private or public 
power. I believe both of them have 
their place in the American plan of life. 
Our primary purpose will be the or- 
derly and systematic development of 
our national resources, the increase of 
our power capacity, and the develop- 
ment of the uses of electricity. 
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The Status of Public Utility 
Regulation 


Criticism of public utility regulation by the commis- 

sions in nothing new. It has been going on ever since 

the commissions were established and probably will 

continue. Best evidence of the success of regulation is 

its endurance and steady performance under this con- 
stant pressure and counterpressure. 


By THE HONORABLE JOHN P. RANDOLPH* 


success or a failure? What role 

have the courts played in the field 
of public utility regulation? What has 
happened to the industry under present 
regulation? To find the answers to 
these questions it is necessary to delve 

riefly into some of the history of 
regulation. 

Many can remember the era prior to 
the 1930’s when the United States 
District courts practically usurped the 
rate-making functions of the state 
public utility regulatory bodies. Dur- 
ing that period the communications, 
electric, and gas utility companies 
vigorously resisted state regulation. 
Two legal devices were used to thwart 
state regulation of rates. One device 
was to invoke the commerce clause of 
the United States Constitution where 


[: public utility regulation today a 


* For personal note, see “Pages with the 
Editors.” 
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the operations of a company traversed 
state boundaries. The other was to 
seek an injunction in a United States 
District Court to restrain the enforce- 
ment of a state commission order on 
the ground that the rates fixed were 
confiscatory and therefore in violation 
of the 5th and 14th Amendments to 
the Constitution of the United States. 


HESE practices of the utility com- 

panies brought about remedial leg- 
islation by the United States Congress 
during the 1930’s. The Federal Com- 
munication Act (1934), the amended 
Federal Power Act (1935), and the 
Natural Gas Act (1938) brought 
under Federal regulation those inter- 
state operations of utilities that the 
courts had held could not be regulated 
at the state level. The Johnson Act 
(1934, U. S. Code, Title 28, § 1342) 
put an end to the issuance of injunc- 
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tions by the United States District 
courts to restrain rate orders by the 
state commissions. By the enactment 
of these laws Congress closed the gap 
inregulation so that for the past fifteen 
years the regulatory process has been 
complete and effective. 








[* this respect it should be kept in 
mind that regulation began and 
grew up in the states in the early days 
of the public utility industry when the 
operations were small and largely 
local in character. Federal legislation 
upon the subject came into being only 
for the purpose of supplementing state 
regulation when the growth of the 
public utility industries began to 
spread across state boundaries and the 
companies began to claim exemption 
from state regulation because of the 
interstate character of their business. 

The first regulatory body to come 
into the field at the national level was 
the Interstate Commerce Commission 
(1887) in the regulation of the rail- 
roads. This came about because rail- 
roads, almost from their inception, 
operated across state lines. The dis- 
tribution and sale of gas, electricity, 
and telephone service came into being 
after the railroads and each started as 
small iocal operations, usually confined 
to one city. In fact, in the larger cities 
in the early days several companies 
operated within one city and often in 
competition with each other. It took 
many years of growth in population 
and economic development of our 
nation and even the advent of natural 
gas before the uses of telephone serv- 
ice, electricity, and natural gas became 
sufficiently widespread so as to involve 
substantial interstate operations. This, 
of course, accounts for the difference 
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of approximately fifty years between 
the enactment of Federal legislation 
for the regulation of railroads and 
such legislation for the regulation of 
the telephone, electric, and gas indus- 
tries. 


Ws Congress enacted these laws 
to supplement state regulation at 
the national level where the states were 
powerless to act, the sole intent and 
purpose were to place under Federal 
regulation only those operations of the 
industries which the courts had said 
were not subject to state jurisdiction. 
In drafting the language of these 
various acts, Congress and numerous 
interested parties, especially the state 
commissions and the National Asso- 
ciation of Railroad and Utilities Com- 
missioners, gave much thought and ef- 
fort to devising language that would 
preserve to the states their traditional 
control over local affairs within each 
state and at the same time leave no 
segment of the industries unregulated. 
The state authorities wanted this Fed- 
eral regulation in the interest of com- 
plete regulation for the benefit of the 
general public and supported the en- 
actment of these laws before the com- 
mittees of Congress. 

In spite of the intent of Congress 
and its caution in drafting the 
language of these Federal acts and the 
various amendments thereto, there has 
now come about not an unregulated 
gap but an overlapping of Federal 
jurisdiction upon the legitimate fields 
of state regulation. 

This situation has arisen largely 
because of overenthusiastic inter- 
pretations of some of these laws by 
some of those in the past who have 
been charged with the duty of adminis- 
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tering the acts and also because of a 
tendency on the part of some Federal 
courts to uphold the departments of 
the Federal government where two in- 
terpretations of the law were possible. 
This duplication and overlapping of 
Federal regulation upon state regula- 
tion has served no useful purpose but, 
on the contrary, has burdened the rate- 
payers with a needless expense. The 
outstanding example of such needless 
expense is the case of the East Ohio 
Gas Company that operates entirely 
within the state of Ohio and is thor- 
oughly regulated by the Ohio Public 
Utilities Commission. To date, the 
customers of this company have paid 
an expense of $2,000,000 because of 
the exercise of jurisdiction over that 
company by the Federal Power Com- 
mission for accounting and reporting 
purposes only. The Federal Power 
Commission now recommends that 
such jurisidiction should be taken 
from it by amendment of the Natural 
Gas Act. 

Situations of the kind just described 
do not add to the prestige of regula- 
tion, but tend to bring criticism of both 
the industry and the regulators. This 
appears to be one of those matters of 
reform, which is often the case, where 
the pendulum has swung too far. Con- 
gress can remedy this situation and 
bills are now pending in this 83d Con- 
gress to accomplish this purpose. 


i 


HE situation just mentioned js 

only one of the things that has 
caused doubting eyes to be cast at 
public utility regulation in recent 
years. For more than the past decade 
the lot of the regulators has not been 
a bed of roses without thorns. Rising 
costs since World War II, due to de- 
valuation of the dollar, plus enormous 
expansion of plant to meet increased 
demand for services, have brought on 
a flood of rate increases accompanied 
by numerous problems. To mention a 
few of the troublesome questions, they 
are these: 


What is a proper rate basis today? 

What is a fair rate of return? 

What are adequate depreciation 
rates? 

What is to be done about attrition 
of return if inflation continues? 

How is accelerated amortization 
under the Defense Production Act to 
be treated for accounting and rate- 
making purposes? 


All of these questions and others 
plague the commissions in rate cases. 
The approach to and the treatment of 
these problems by the various regula- 
tory bodies throughout the nation, 
both Federal and state, have varied. 
The answers that the different com- 
missions have given have not always 
been satisfactory to all interested par- 
ties with the result that resort has been 
had to the courts in some instances. 


“CoMPLAINTs have been heard that regulation has been too 
strict. A foundation for such complaints may have existed 
in some cases where the courts have reversed commission 


rate orders on the ground that a fair return upon the present 
value of the property devoted to the public service had not 
been allowed. Litigation of commission rate orders is not 


new.” 
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= 1946, there have been about 

75 court decisions on appeals by 
dither the utility involved or by third 
persons, in cases involving considera- 
tion of commission rate orders on the 
merits. In more than half of these 
cases the commission’s order was af- 
firmed. One of the most significant 
questions involved in these review pro- 
ceedings has been the type of rate base 
to be used. Since the Hope Natural 
Gas Company Case’ was decided by the 
United States Supreme Court in 1944, 
some courts and commissions have 
shown a tendency to interpret that de- 
cision as requiring the use of original 
cost in determining the rate base. That 
decision, in reality, removed many re- 
strictions from the commission, per- 
mitting them a great deal more lati- 
tude. Under that latitude, some of the 
court decisions have upheld the use of 
original cost, e.g., Chicopee Manufac- 
turing Co. v. Public Service Commis- 
sion (New Hampshire Supreme Court, 
January 6, 1953). 

Several of the recent court de- 
cisions, however, have overruled com- 
missions which failed to recognize the 
fact that current values ought to be 
considered; e.g., the Maine Supreme 
Judicial Court in New England 
Teleph. & Teleg. Co. v. Public Utili- 
ties Commission (January 27, 1953), 
and the Illinois Supreme Court in II- 
linois Bell Teleph. Co. v. Commerce 
Commission (March 26, 1953). Also 
following the same reasoning, the 
Maryland Court of Appeals in Chesa- 
peake & Potomac Teleph. Co. v. Pub- 
lic Service Commission (December 5, 
1952)* upheld the Maryland commis- 


151 PUR NS 193. 
297 PUR NS 50. 
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sion in fixing a rate base that gave 
consideration to reproduction cost. 


HE states where the courts have 

reversed the commission for 
failure to consider present values have 
what are called “‘value statutes.” The 
state law provides that the utility is 
entitled to earn a fair return upon the 
value of its property devoted to the 
service of the public. When the state 
law reads thus and the regulatory 
commission applies the strict account- 
ing original cost less depreciation con- 
cept in fixing rates, without considera- 
tion of other record evidence of value, 
the commission is in effect asking for 
a court reversal. Had the value of our 
money remained constant the courts 
might have accepted original cost as 
the best evidence of value. 

But in a period of inflation, such as 
we have had since World War II, the 
one-half size dollar of today does not 
represent the same value as the prewar 
dollar. The regulatory bodies’ recent 
troubles with the courts have in large 
measure been due to their failure to 
recognize that today the shrunken dol- 
lar is an economic fact of life. The re- 
cent court reversals of commission 
rate orders have been remarkably few, 
especially when considered in view of 
the trying times of the past decade and 
the problems caused by inflation. 


Pires have been heard that 
regulation has been too strict. A 
foundation for such complaints may 
have existed in some cases where the 
courts have reversed commission rate 
orders on the ground that a fair return 
upon the present value of the property 
devoted to the public service had not 
been allowed. Litigation of commis- 
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Regulation Instead of Competition 


“-" the final analysis regulation of public utility rates does for the 

public what competition does for the prices of the products of 
unregulated industry. It assures a fair price for a good service that by 
its economic nature should be monopolistic. Good service can only be 
had if the fair price is one that allows sufficient earnings to attract in- 
vestors, considering the risk, to supply the needed capital for an ex- 
panding industry. The present healthy state of the industry indicates 

that the purposes of regulation have been well served.” 





sion rate orders is not new. The courts 
have been reviewing such orders since 
the beginning of regulation and this 
is as it should be. Under our American 
system of government all administra- 
tive orders of government that affect 
the property and rights of the people 
sltould be reviewable by the courts. 
The fact that the courts have set aside 
some rate orders of regulatory bodies 
does not mean that regulation, when 
considered over all, has been too strict. 
Regulation is intended to be a strict 
supervision of those monopolistic op- 
erations of public utilities that vitally 
affect the public. The public interest 
should always be the paramount con- 
sideration. This means simply that 
rates should be just and reasonable but 
neither more nor less than is required 
to produce a fair return upon a fair 
rate base. 

The rate decisions of the regulatory 
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commissions that have been reviewed 
by the courts are only a small part of 
the total decisions that have been 
handed down by the commissions 
throughout the nation since World 
War II. Every rate-fixing body in the 
United States has been confronted 
with the necessity for increasing rates 
for the public utilities that it regulates. 
The Bell telephone system is perhaps 
the outstanding example of what has 
happened in this respect. 


ee the first postwar telephone 

rate increase was applied for in 
North Carolina in the fall of 1946, 
some 160 rate cases have been carried 
to completion by Bell system compa- 
nies before state regulatory bodies, In 
addition, of course, hundreds of non- 
Bell telephone companies have been 
granted rate increases by the state 
commissions. In this period of rising 
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costs, since World War II, it has been 
necessary for most telephone compa- 
nies to file successive rate cases and 
some of the companies have filed as 
many as six rate cases in the postwar 
period. 

What has happened to the telephone 
industry has also happened to all other 
types of public utilities. But the im- 
pact of inflation was felt more quickly 
in the telephone and city transit fields 
than in some of the other types of utili- 
ties. 

Public utilities have been required 
to carry on unprecedented construction 
programs during this period of rising 
costs. They had no choice since as pub- 
lic utilities they were required to meet 
the demand for service. Gross con- 
struction for the Bell system compa- 
nies alone from January 1, 1946, to 
December 31, 1952, amounted to $8.8 
billion. 


H'™ operating taxes have contrib- 
uted, along with other increased 
costs of doing business, to the need for 
increased rates. In addition to higher 
operating taxes, existing Federal ex- 
cise tax rates on telephone service and 
transportation are unreasonably high. 
In 1952 telephone subscribers in the 
United States paid $650,000,000 to the 
Federal government in excise taxes. 
For example, this tax for the Bell sys- 
tem alone amounted to $16.02 per year 
per telephone. The high telephone ex- 
cise tax rates are the result of three 
wartime increases. The present rate 
(15 per cent on local telephone service 
and long-distance calls under 25 cents 
and 25 per cent on calls over 25 cents) 
has been in effect since April 1, 1944. 
Telegrams also are subjected to an ex- 
cise tax of 15 per cent. While com- 
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munications are not considered a lux- 
ury by anyone, they are taxed higher 
than most luxuries. Likewise, railroad 
and airline passenger service bear an 
excise tax levy of 15 per cent. The Na- 
tional Association of Railroad and 
Utilities Commissioners passed a reso- 
lution at its annual convention, No- 
vember, 1952, urging that the excise 
tax on communications and transpor- 
tation services be repealed or greatly 
reduced. 

The case for regulation does not 
look at all bad when viewed from the 
standpoint of what has happened to the 
public utility industry since World 
War II. Looking first at the telephone 
industry we see a very revealing pic- 
ture. At the end of 1952 there were 
over 48,000,000 telephones in service 
in the United States. This is an in- 
crease of approximately 75 per cent 
since the end of the war. The average 
telephone plant investment has more 
than doubled. The demand for service 
has not abated and held orders remain 
high. (For Bell system alone, 650,000 
at the end of 1952.) There are also 
nearly one and a half million people 
waiting for higher-grade service. This 
clearly indicates that the higher rates 
which have been necessary have not re- 
duced demand for service. Generally, 
telephone rates have increased on the 
average less than 30 per cent since 
1940. This compares with an increase 
of 90 per cent in the general price level 
as measured by the consumers’ price 
index. 


ly the natural gas industry the growth 
has been equal to, if not greater 
than, the telephone industry. Take for 
an example the Columbia Gas System 
which operates in seven states and the 
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District of Columbia in the Appa- 
lachian and East coast area where the 
population is comparatively dense. 
The Columbia System since 1946 has 
doubled its capital in its effort to serve 
a constantly expanding market. In 
spite of this enormous expansion the 
company has been compelled to operate 
under restrictions of new uses of gas 
and is still not able to meet the demand. 
Furthermore, the company has sched- 
uled a construction program for this 
year costing $62,000,000 in a con- 
tinuing effort to supply the market. 


t f« electric utilities have followed 
the same pattern of expansion to 
an even greater degree. The total ex- 
penditures of the privately financed 
companies for additional plant in 1946 
were $650,000,000. In 1952 the outlay 
had grown to $2.5 billion. The number 
of customers served in 1946 was 28,- 
551,000. At the end of 1952 it was 38,- 
302,000. During this same period the 
industry’s sales of electric energy in- 
creased over 86 per cent. Further con- 
struction programs are now in prog- 
ress and the foreseeable future does 
not disclose any letup in continued ex- 
pansion. 

When these public utility industries 
can more than double their growth in 
a period of six years and are able to 


finance such an enormous growth with 
the money of private investors the in- 
dications are that the regulation of 
these industries during that period has 
been reasonable and certainly has not 
had the effect of retarding the indus- 


try. 


Penn. public utility regulation is 
no longer resisted by the industry, 
as was the situation prior to the 1930's. 
Generally speaking, the industry now 
accepts regulation. A better under- 
standing of their mutual problems now 
exists between the industry and the 
regulators. Considered in its entirety, 
regulation has been good for the pub- 
lic and good for the industry. The pub- 
lic interest has been well served and 
the mark of success is deserved. 

In the final analysis regulation of 
public utility rates does for the public 
what competition does for the prices 
of the products of unregulated indus- 
try. It assures a fair price for a good 
service that by its economic nature 
should be monopolistic. Good service 
can only be had if the fair price is one 
that allows sufficient earnings to attract 
investors, considering the risk, to sup- 
ply the needed capital for an expanding 
industry. The present healthy state of 
the industry indicates that the purposes 
of regulation have been well served. 





a of our plants, back of the people who build and 
operate them, are our research laboratories, and they 
are perhaps our greatest single resource. Every new product, 
every improvement in process, every advance in technology, had 
its beginning somewhere, somehow, in the mind of a research 
worker in his laboratory. Research is the essential vitamin 
without which the body of industry loses its vitality and 


dynamic character.” 
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—CrawFrorp H, GREENEWALT, 


President, E, I. du Pont de 
Nemours & Company. 
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The Public Information Program— 
A Challenge to the Industry 


The Public Information Program is an electric utility 

industry movement which, in co-operation with the 

other industry associations, is striving for a better 

understanding of the purpose and objectives of the 
the electric companies. 


By ROBERT E. GINNA* 
EXECUTIVE VICE PRESIDENT, ROCHESTER GAS & ELECTRIC CORPORATION 


HE job of helping to set the 
"Toure in telling the electric in- 

dustry’s story in the next year 
presents a great challenge. It is both a 
challenge and a responsibility that the 
entire industry must share. 

The responsibility lies in the fact 
that the industry has the greatest op- 
portunity in history to show that our 
initiative and planning—and ours 
alone—will meet all electric needs of 
the American people. 

The challenge lies in the fact that 
all of us, after having rocks thrown at 
our windows for so long, must cease 
to be merely defensive. We must pre- 
sent our power policy so forthrightly 
to all the people that none can be op- 
posed since it benefits everyone. The 
problems that lie behind this challenge 


*For additional personal note, see “Pages 
with the Editors.” 
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can only be appreciated by the knowl- 
edge of some of the present contradic- 
tory and conflicting policies that make 
up the hodgepodge of rules that now 
govern the field of power marketing, 
conservation, and preservation of the 
nation’s resources. 

That we have met our responsibili- 
ties to the public in the past there can 
be no doubt. The industry has been op- 
erated by men of prodigious faith— 
a faith in the growing strength of our 
country that has anticipated the needs 
for a nation geared for any military 
emergency and a civilian economy that 
has grown at such a pace that it has 
confounded the economic forecasters. 
This is a fact although some of us may 
not have gathered this impression in 
the storm of controversy that has 
swirled around the industry in the last 
twenty years. 
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O NE phase of the policy that worked 
to the detriment of the public 
good was only recently resolved by the 
Supreme Court. This was the decision 
that affirmed the authority of the Fed- 
eral Power Commission to grant a 
license to a nongovernment utility to 
develop an electric plant on a major 
stream. This case revolved around the 
4-year effort of the Virginia Electric 
& Power Company to build a hydro- 
electric plant on Roanoke Rapids." 
The decision merely backed up the 
authority of the FPC to decide such 
matters, and made it clear that decid- 
ing the public versus private power 
controversy was not within its prov- 
ince. Yet the majority opinion stated: 


It strains belief that “approval” for 
the comprehensive plan for the Roa- 
noke basin reserves all projects named 
in the plan for Federal construction 
when the two projects that provided 
the chief flood-control features of the 
plan were the only ones specifically 
authorized, 


Roanoke Rapids is for the develop- 
ment of hydro power only. 

However, in the first flush of the an- 
nouncement of this decision the 
minority opinion of three justices was 
given scant attention. It is my guess 
that we will hear about this minority 
view again and again, since it was put 
in some of the most emotional 
language ever to emanate from the 
highest court. 

In it is woven the theory that some- 
how the construction of a power plant 
by private initiative is not for the 
public good, that there is something 
suspect about what is constructed with 


1 United States ex rel. Chapman v. Federal 
Power Commission (1953) 97 PUR NS 129, 
73 S Ct 609. 


JUNE 4, 1953 


private capital as contrasted to the 
public works of government. This 
minority opinion reads: 


When Congress approved the proj- 
ect it meant to reserve it for the public 
good, not to make it available to 
private interests to exploit for their 
own profit. . . . It seems almost too 
plain for argument that Congress, in 
approving the plan for the develop- 
ment of the Roanoke river basin, was 
setting it aside for Federal develop- 
ment, the several public works proj- 
ects under the plan to be authorized as, 
if, and when conditions warranted 
them and budgetary requirements per- 
mitted. .. . The master plan now be- 
comes clear: the Federal government 
will put up the auxiliary units—the 
unprofitable ones; and the private 
power interests will take the plums— 
the choice ones. There is not a word in 
the act (the Federal Power Act) 
which allows such an unconscionable 
appropriation of the public domain by 
private interests. 


Yet the circuit court of appeals, in 
making a decision in this case as it 
went through the legal tangles, com- 
mented : 


Were such a decision (Interior’s) 
applied by electric power, the principle 
would be equally applicable to Federal 
government displacement of private 
enterprise in all business enterprises. 


_— from Roanoke Rapids dam 
will serve a million people in North 
Carolina and Virginia. This will be- 
come an integrated part of the nation’s 
power supply that today leaves only 3 
per cent of the nation’s dwellings with- 
out electric power. It will become a part 
of an industry that has expanded with 
unmatched rapidity, whose residential 
rates have declined 30 per cent since 
1939, It is an industry that has spent 
$13 billion to meet expanding needs 
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in the 1946-52 period. That this out- 
put of kilowatts for farm, factory, 
home, and defense is for the public 
good would seem to be undebatable. 

Since we are essentially a local in- 
dustry, we are good neighbors. We 
lift the faces of towns, provide the 
spark and some of the materials for 
farm youths to produce more, and 
spend vast amounts of time and energy 
in furthering the work of conserva- 
tion in the territory. Take, for a few 
examples, the community and indus- 
trial activities of Arkansas Power & 
Light, Georgia Power, the Better 
Carolina program of Carolina Power 
& Light, and the conservation and 4-H 
club work of Monongahela Power and 
Missouri Power & Light. 

These are the type of local good 
works that must be co-ordinated and 
used to the best advantage at the na- 
tional level. It is an unassailable fact 
that since our industry is made up of 
utilities that are good citizens and good 
neighbors, performing works that 
make for better living in our own com- 
munities, the utility industry nationally 
is working in the public interest. 


rT present this panorama of the in- 
dustry in the national media is one 
of the opportunities of PIP now that 
the sound and fury of controversy have 
lessened. 

The electric industry already is 


e 


heavily engaged in the atomic energy 
program by supplying huge blocks of 
power to Atomic Energy Commission 
installations. 

The Ohio Valley Electric Corpora- 
tion (OVEC), formed by 15 electric 
companies in or adjacent to the Ohio 
valley, will have generating capacity 
25 per cent greater than the electric re- 
quirements of New York city. 

Electric Energy, Inc., an organiza- 
tion composed of five companies, will 
provide 937,000 kilowatts if present 
expansion plans are carried out. 

Many companies are now placing 
engineers and men of high executive 
level to keep abreast of developments 
in the atomic energy field so that it can 
be applied to the industry. 


HESE projects and endeavors are 

impressive evidence that the in- 
dustry can bring together its engineer- 
ing, management, and financial talents 
to meet any power requirements. This 
demonstration of meeting the demands 
and anticipating the needs must have 
greater public understanding. 

The electric industry interested it- 
self in this potential power source soon 
after the development of atomic 
energy was passed over from the Man- 
hattan district military phase to its 
present total government ownership, 
vested in the Atomic Energy Commis- 
sion. 


atomic energy program by supplying huge blocks of power 


q “THE electric industry already is heavily engaged in the 


to Atomic Energy Commission installations. The Ohio Val- 
ley Electric Corporation (OVEC), formed by 15 electric 
companies in or adjacent to the Ohio valley, will have gen- 
erating capacity 25 per cent greater than the electric re- 
quirements of New York city.” 
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James W. Parker, then president of 
The Detroit Edison Company, headed 
an industry advisory committee which 
outlined some of the possibilities of 
atomic energy in industry. 

This committee was succeeded by 
one headed by Philip Sporn, president 
of the American Gas & Electric Serv- 
ice Corporation, and which included 
Walker L. Cisler, president of The De- 
troit Edison Company, and J. W. Mc- 
Afee, president of the Union Electric 
Company of Missouri, and J. B. Black, 
head of Pacific Gas and Flectric Com- 
pany. 

That committee gave way early this 
year toa larger group of which Edgar 
H. Dixon, president of Middle South 
Utilities, Inc., is chairman. 

Included in that committee are the 
following utility presidents : 

J. W. McAfee, North American 
Company, Union Electric Company of 
Missouri, and Electric Energy, Inc. ; 
Mr. Cisler; George Gadsby, Utah 
Power & Light Company; R. G. Rin- 
cliffe, Philadelphia Electric Company ; 
Elmer Lindseth, Cleveland Electric 
Illuminating Company; H. R. Sear- 
ing, Consolidated Edison Company of 
New York; Mr. Sporn; J. B. Black, 
Pacific Gas and Electric Company; I. 
L. Moore, New England Electric Sys- 
tem; and C. B. McManus, Southern 
Company. Alan S. King, executive 
vice president of Northern States 
Power Company, is also a member. 

It is the objective of this committee 
to reconcile points of view of industry 
leaders and present what in effect can 
be a policy which the industry can 
adapt. 


Oe. the industry will need 
to relate atomic heat and its use 
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as a power source to the public good. 
It must point out the economic ad- 
vantages, explain what the use of 
atomic heat means in the conservation 
of resources, and it must of course be 
forthright in pointing out the hazards 
to personnel and communities and tell 
what will be done to safeguard human 
life. 

While real progress has been made 
in working out whether atomic heat 
will be competitive in price to other 
thermal or hydro power, the question 
cannot be answered with certainty un- 
til dual purpose or “breeder” reactors 
capable of providing heats sufficient to 
generate upwards to 200,000 kilowatts 
are actually built and put into opera- 
tion. 

A proposal for such a project is the 
goal of current studies by The Detroit 
Edison-Dow Chemical team of scien- 
tists and engineers. 

The most serious aspect is believed 
to be that involving ownership, con- 
trol, and materials of national security. 
The 1946 act reserved to the Federal 
government ownership of fissionable 
materials and processes and patents. It 
is somewhat ironical that none of the 
reasons advanced for making atomic 
energy a Federal monopoly exist to- 
day. The framers of the act, mindful 
of difficulties of guessing the future, 
wrote into the act itself that “the effect 
of the use of atomic energy for civilian 
purposes upon the social, economic, 
and political structures .. . cannot now 
be determined.” Congress then added 
“any legislation will necessarily be sub- 
ject to revision from time to time.” 


) is important that the industry be 
well-informed on this new energy, 
and this job of providing information 
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Setting the Record Straight on Power Policy 


6¢ HE Public Information Program will concentrate on providing 
ideas for a stronger nation without reliance upon the Federal 
government. We are but one of the voices in the industry doing some 
thinking on something better to replace a diversity of governmental 
policies. Through co-ordination with all the other agencies in this field, 
the voice of the electric industry will be heard for constructive and 
productive policies that will benefit all the people.” 





to the industry and the public is one 
of the functions of PIP. 

PIP is completing its third year in 
special activities that have provided the 
backdrop for telling the public the role 
of utilities in bringing electricity to 
the farmer, the benefits power has 
meant to the factory, and this year the 
higher standards of living in the home 
as a result of the widening use of 
electricity. 


— job of informing the public 
was done in a Farm Electrification 
Program, Production for Freedom, 
and this year’s Electricity for Better 
Living. The three years of activity 
serve as background for PIP’s co-op- 
erative role in the entire electric indus- 
try’s celebration in 1954 of the Dia- 
mond Jubilee of Light, which is spark- 
plugged by the Edison Electric In- 
stitute. 

These are activities for telling the 
nation that the electric companies in- 
dividually and therefore collectively 
have done an excellent job. 
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Out of this must come a greater re- 
sponsibility that will result in a re- 
examination of the nation’s power 
policy. The words “power policy” in 
themselves are an overstatement. An 
examination of government operations 
in the power field shows that there is 
no over-all uniformity of policy. The 
compelling force behind the project 
ofttimes has been political expediency 
and prejudice. 


HE Federal government today 

markets power from 65 hydro- 
electric projects and soon 32 others 
will be in operation. Eleven steam 
plants are now in operation and five 
more are under construction. Sixty- 
seven other hydro projects are author- 
ized for construction. There is no way 
to obtain figures on the total invest- 
ment of the Federal government in 
electric installations for the simple rea- 
son they are not available. There are 
few Federal power projects that pay 
their own way, and most of them are 
not required to pay interest to the Fed- 
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eral Treasury on the money used for 
construction. 

PIP, working in co-ordination with 
all the agencies and resources of the 
industry, has a responsibility to work 
for a water resources policy that will 
share equal benefits to all the people. 
We must do something more construc- 
tive than oppose. We must use our 
know-how, our wisdom and engineer- 
ing skills to make full use of the na- 
tion’s water resources to harness unde- 
veloped sites and work for the con- 
servation of the land resources. This 
can be done within the framework of 
what President Eisenhower called the 
“traditional free enterprise system,” 
but it will take a great deal of plan- 
ning and hard thinking. 

One member of the industry made 
this comment recently on the subject of 
planning for a better resources policy: 


The electric industry is one of the 
nation’s largest industries and, of all 
industries, it is most directly affected 
by government policies. Yet I can 
name not more than a few men who 
are giving full time and attention to 
this kind of activity—to just thinking 
—thinking of the ways and means, 
thinking of the ideas that are better 
than existing policies and procedures. 


HE Public Information Program 

will concentrate on providing 
ideas for a stronger nation without re- 
liance upon the Federal government. 
We are but one of the voices in the 
industry doing some thinking on some- 
thing better to replace a diversity of 
governmental policies. Through co- 
ordination with all the other agencies 
in this field, the voice of the electric 
industry will be heard for constructive 
and productive policies that will bene- 
fit all the people. 
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These are the broad areas in which 
PIP works: 

Provides constructive information 
and background material to press, tele- 
vision, and radio representatives, edi- 
tors, commentators, and writers. 

Refutes misstatements and miscon- 
ceptions by supplying factual data. 

Supplies news material, news sug- 
gestions, special studies, and recom- 
mendations for use by the companies. 

Acts as a clearing house for ideas 
and experiences of practical value to 
operating companies. 

Stimulates and assists in develop- 
ment of regional programs that help 
bring about further unity within the 
industry. 

Works with associations and firms 
in other industries which have a com- 
mon aim in resisting government en- 
croachment. 

Assists member companies in solu- 
tion of specific public relations prob- 
lems. 

Encourages and provides facilities 
for prompt expression on the part of 
the industry with respect to matters of 
public interest and policy. 


6 bx job of watching trends in pub- 
lic opinion for PIP is the responsi- 
bility of one of the country’s most ex- 
perienced grass-roots survey organiza- 
tions, Central Surveys, Inc. 

However, let us all keep in mind 
that this job ahead is too big for any 
one branch of the industry. This is a 
task for all pulling together in unison, 
in every agency at our disposal. I 
recommend that you join in with and 
give your best thinking not only to 
PIP, but also to the other arms of the 
industry, which are described briefly 
here: 
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1. The Edison Electric Institute. 
This vital organization comprises ap- 
proximately 84 per cent of the electric 
utilities of the nation. Through a de- 
partmentalized headquarters staff, and 
through standing or special commit- 
tees, it maintains continuing studies 
and collects vital statistics affecting 
the electric industry, It is the indus- 
try’s fact-finding and research arm, 
providing essential information and 
serving as a check-point for those sup- 
plying informational material to public 
and other groups. Under the stimula- 
tion of EEI leadership, other agencies 
serving the industry are encouraged 
to co-ordinate their activities both at 
the policy and at the working level. 


stantial segment of the industry as its 
eyes and ears in matters of national 
legislation, appropriations, and opera- 
tions, The organization is the informa- 
tion and co-ordination center on na- 
tional legislation affecting the indus- 


try. 

3. The Electric Companies Adver- 
tising Program (RECAP) prepares 
and places advertising in a list of na- 
tional magazines, radio and television 
programs over local and national net- 
works, and distributes a newspaper 
adv ertising mat service for participat- 
ing companies. It has also produced 
a motion picture. 


Working together in these agencies 


for the public good, there is no limit 


2. The National Association of 


Electric Companies represents a sub- to what can be achieved. 





EEI 1953 CONVENTION TIMETABLE, ATLANTIC CITY, 
NEW JERSEY 


Sunday, May 31st 
2:00 p.m. Registration, main lobby of Hotel Traymore (till 5 p.m.). 


Monday, June 1st 
8:30 a.m. Registration, main lobby of Hotel Traymore (till noon). 
10:00 am. EEI Industrial Relations Section Meeting, Rose Room, 
Hotel Traymore. 

123 oon Registration, Convention Hall entrance (till 5 p.m.). 

: First General Session, ballroom, Convention Hall. 
President’s cocktail party, Vernon Room, Garden Court, 
and Solarium, Hotel Haddon Hall (till 7 p.m.). 


Tuesday, June 2nd 
Registration, Convention Hall entrance (till 5 p.m.). 
Second General Session, ballroom, Convention Hall. 
12:00 noon Ladies’ luncheon, Carolina Room, Chalfonte Hotel, Bendix 
Home Appliances, host. 
2:30 p.m. Third General Session, ballroom, Convention Hall. 


Wednesday, June 3rd 
Registration, Convention Hall entrance (till 5 p.m.). 
Fourth General Session, ballroom, Convention Hall. 
Ladies’ luncheon, Trimble Hall, Claridge Hotel, Edison 
Electric Institute, host. 
Fifth General Session, ballroom, Convention Hall. 
Buffet suppers, to be held at three hotels, Edison Electric 
Institute, host. Serving times and places: 6:30 p.m., Dennis 
Hotel; 6 :45 p.m., Marlborough-Blenheim Hotel, 7:00 p.m., 
Claridge Hotel. 
Formal presentation of Charles A. Coffin Award, Warner 
Theater on the boardwalk. 
Entertainment by Fred Waring and his Pennsylvanians, 
Warner Theater on the boardwalk, General Electric Com- 
pany, host. 


mM. 
-m. 


Thursday, June 4th 
Registration, Convention Hall entrance (till noon). 
Sixth General Session, ballroom, Convention Hall. 
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New Horizons for the Electric 
Industry 


Brighter opportunities greet the National Associa- 

tion of Electric Companies as it begins its ninth year 

of service to the electric power industry. Here are 

some comments on the functions and outlook for that 
important industry association. 


By ROBERT A. ZACHARY* 
CHAIRMAN OF THE BOARD, NATIONAL ASSOCIATION OF ELECTRIC COMPANIES 


RGANIZED in 1945, as a perma- 
O nent mechanism for construc- 
tive participation in the forma- 
tion of Federal power policy, the Na- 
tional Association of Electric Compa- 
nies has gone through some trying 
days. The organization was formed at 
a time when plans for an expanding 
Federal power empire were well be- 
yond the blueprint stage. The cam- 
paign of Federal power enthusiasts 
continued under forced draft even 
after World War II, despite the in- 
dustry’s outstanding job of providing 
the power to win the war and support 
the civilian economy. 

For a time, NAEC’s efforts seemed 
more like a delaying action than any- 
thing else—in part, perhaps, because 
the turn was being called by an admin- 
istration which had for years provided 
a political climate conducive to the 


*Also vice president, Public Service Electric 
& Gas Company. 
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growth of Federal power—a climate 
which was not to be changed until the 
voters last year decided it was time to 
speak up and be counted. Even before 
that eventful decision, however, the co- 
ordinated efforts of the electric indus- 
try were beginning to make themselves 
felt, as witnessed by some of the roll- 
call votes. 

Thus, today it seems fair to say that 
the future looks brighter in a variety 
of ways. Politically we have an admin- 
istration which stands for a policy 
quite different from that which has 
been in effect for twenty years. The 
new policy is one designed to foster in- 
dividual effort—free enterprise, if you 
will. 

And, organizationally, the indus- 
try has, in a mature NAEC, an instru- 
ment through which it can participate 
effectively in the consideration, evalua- 
tion, and development of Federal 
power policy. In this sense the Na- 
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tional Association of Electric Compa- 
nies can supplement the constructive 
programs of all the other industry or- 
ganizations. 


i pee function of the National As- 
sociation of Electric Companies, 
viewed broadly, is that of continuous 
effort to participate constructively in 
the formulation and evaluation of na- 
tional power policy. By national power 
policy is meant the methods and tech- 
niques, the ideas and principles, by 
which enough power is made available 
by whatever means, to enough people, 
to provide the driving force for a con- 
stantly expanding economy. 

This definition is broad, and with 
reason. Like the blind men who felt 
different parts of the elephant and gave 
various descriptions of the animal, it 
is easy to analyze NAEC from quite 
divergent points of view. 

One, reading only the occasional in- 
formation bulletins sent out from 
NAEC headquarters, might think of 
NAEC solely as an organization keep- 
ing its members informed on Wash- 
ington legislative action. Another, 
reading a booklet such as “More... 
and MORE... and MORE,” or 
“Turn on the Light,” might consider 
NAEC only as a kind of industry in- 
formation center. Still a third, taking 
part in a round-table conference with 
editors of a general magazine, a finan- 
cial publication, or a farm or labor 
paper, might regard NAEC as simply a 
channel of communication to the media 
of information. 

NAEC, of course, engages in all 
these activities, and many more. No 
single activity is sufficient clew to its 
function and performance; only in a 
collective sense can NAEC’s duties 
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make its sphere of operations clearly 
visible. 


HE National Association of Elec- 

tric Companies, if it does its job 
well, must first consider the economic 
and political interests of the people as 
a whole. 

Only after it has weighed a problem 
in the light of its effect on the preser- 
vation of freedom can NAEC get to 
the practical, day-to-day business of 
helping the industry articulate its posi- 
tion on any measure, legislative or 
otherwise. 

In the sense in which it represents 
the electric power industry, NAEC is 
and always must be for something. 
What it is for is a fair and equitable 
Federal power policy. In seeking its 
objective, NAEC follows a policy of 
advancing the constructive alternative; 
when this is not possible, NAEC states 
the facts on which objections are 
based, and puts these facts before those 
who must decide in the public interest. 

There are certainly times when it is 
vital to underscore “Federal encroach- 
ment,” or to spotlight the “socialistic” 
aspects of measures that may be ad- 
vanced by foes of this industry whose 
studied pose is that of fingering the 
garments of national welfare. Never- 
theless, presentation of facts that are 
understandable is the fundamental 
NAEC approach in seeking impartial 
judgment. 

For this or any other industry, it is 
plain “good business” as well as good 
ethics to be positive, affirmative, pro- 
gressive. It is obvious that our interests 
parallel the interests of citizens in gen- 
eral. Were this not so—were they out 
of line—such interests could not possi- 
bly prevail. 
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| years ago, the Tennessee Val- 
ley Authority raised a major politi- 
cal issue with its plea to the Congress 
for funds to build a steam plant at New 
Johnsonville, Tennessee, to “firm up” 
its hydro power supply. 

The industry might have opposed 
the requested appropriation on the 
grounds that it was costly, unneces- 
sary, and unconstitutional, or simply 
that it was another threat to the future 
of electric companies. Instead, it pub- 
licly recognized the need for steam 
power in the Tennessee valley. 

With NAEC providing initiative 
and co-ordination, the industry also 
raised the real issue, which of course 
revolves around the proper kinds of 
relationships that should exist between 
government and private business, the 
proper functions of government in 
area development, and the revolution- 
ary nature of the difference between 
government generation of hydro 
power as a Federal dam by-product 
and generation of steam power as a 
primary product. Congress rejected the 
original plea, but eventually the issue 
was decided in TVA’s favor, and Con- 
gress put the agency outright into the 
power business. 

There were two benefits of this 
“lost cause” struggle. First, the indus- 
try fought a good, fair fight, and there- 
by informed many people of its pre- 
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paredness and willingness (a) to build 
economically sound power projects 
with investor capital and (b) to assist 
in formulating national power policy, 

Second, the issue had been pitched 
at the right level. This may have helped 
make it possible for the industry’s in- 
terpretation of the public interest to 
prevail in some of the important issues 
that followed. 


HE matter of taxes is another that 

engages NAEC attention and ac- 
tivity. Two specific instances: First, 
the industry was able to make it clear 
to the government’s tax authorities 
that the 33 per cent electrical energy 
excise tax on customers of private 
companies was a hardship on consum- 
ers and costly to collect. They called 
for its abandonment or its application 
to consumers of municipal or other 
public power suppliers. After all par- 
ties had been heard, the tax was aban- 
doned. 

The second example arose in the 
fall of 1950, when the House Ways 
and Means Committee was consider- 
ing the excess profits tax. The problem 
was a difficult one; a tax on “excess” 
profits sounds pretty good to most peo- 
ple. But the electric industry, regulated 
as it is by Federal, state, or other gov- 
ernmental bodies, is not permitted to 
make more than a reasonable return on 


Companies, viewed broadly, is that of continuous effort to 


cons function of the National Association of Electric 


participate constructively in the formulation and evaluation 
of national power policy. By national power policy is meant 
the methods and techniques, the ideas and principles, by 
which enough power is made available by whatever means, 
to enough people, to provide the driving force for a con- 


stantly expanding economy.” 
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its investment. Consequently, it cannot 
make “excess” profits. By pitching its 
complaint on high ground, the indus- 
try was able to make these points : 

Tax policy should foster rather than 
hinder needed industrial expansion. In 
postwar years before Korea, the indus- 
try rate of return had declined rather 
than increased, whereas the fact of 
public regulation should assure not 
only fair rates but also reasonable re- 
turn on investment. Electric utilities 
required fair rates of return to attract 
the private capital necessary to expand 
capacity. 

These statements were understood, 
of course, as basic in any policy affect- 
ing not only the electric companies but 
also the health and welfare of the en- 
tire economy. 


, | ‘HERE are a number of other ex- 


amples of how the industry, 
through its individual companies or by 
way of their national association, has 
taken opportunity to avoid the nega- 
tive and “accentuate the positive” in 
searching for a clear and definable na- 
tional power policy. Witness the con- 
structive approach in these excerpts 
from the NAEC’s statement, repre- 
senting the industry’s presentation of 
a position paralleling the public inter- 
est, to the President’s Water Resources 
Policy Commission in May, 1950: 


We favor reclamation, flood control, 
navigation, and other resources de- 
velopment and conservation measures 
which are economically sound and 
necessary for the public welfare. 

New policy on water resources and 
electric power should take into account 
the common interests of consumers, 
taxpayers, members of the labor force, 
investors, and all groups of citizens 
who will be affected by that policy. 
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The problem is broader than its ef- 
fect on us. We suggest, in fact, that 
the decisions made with respect to pro- 
viding power for the people have and 
will have a good deal to do with which 
way the country is going—with the 
kind of country we want to have. 


ow the cleanest-cut case of all 
in illustrating the industry’s ap- 
proach to its political and economic re- 
sponsibilities is the manner in which 
five New York electric companies are 
dealing with the issue posed by the 
Niagara river power problem. 

Here is a $390,000,000 power proj- 
ect ; the issue is not flood control, or ir- 
rigation, or navigation; it is power, 
and power alone, and it is in no way 
involved with the St. Lawrence sea- 
way and power project 250 miles away. 

In presenting the facts to the people 
and to Congress, the New York com- 
panies have not ignored the socialistic 
implications of Federal and state 
power authority proposals. However, 
their principal argument is that they 
are ready to provide the knowledge 
and the man power and the money to 
get the job done with dispatch, so that 
it can produce both energy and reve- 
nue for the public. Their leadership in 
the Niagara issue has been echoed by 
the industry as a whole. 

This industry attitude in New York, 
in Idaho’s Snake river, at Roanoke 
Rapids, at Kings river, and wherever 
similar circumstances occur, is of cru- 
cial importance. The communication 
of this attitude to representatives of 
government and to opinion leaders can 
do much to throw light on the motives 
of those who attempt to cloak them- 
selves with the banner of “public wel- 
fare” for a small portion of United 
States citizens. 
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The Scope of NAEC Activities 


ah he is, apparently, no end to the number of specific problems 
with which NAEC will be called upon to deal in seeking, tn the 
public interest, a clear and concise, fair and workable national power 
policy. Many will be dealt with by routine activities; others, that may 
be intricate or particularly vexatious by reason of obstructionism or 
prejudice on the part of the industry's foes, undoubtedly will call for 
new kinds of activity within the limits of NAEC’s carefully charted 
responsibilities.” 





 rersqpege when reference is 
made to the “public relations 
function” of the National Association 
of Electric Companies as a separate 
thing—as one of a number of activities 
—it becomes apparent that there is 
misunderstanding. Actually, the entire 
structure of the association is that of 
a complete public relations mechanism, 
in an inclusive sense. 

Thus, when the Bureau of the 
Budget recommended a congressional 
allocation of $563,000,000 for the De- 
partment of the Interior for fiscal 
1952, in this sum numerous Federal 
projects were put down for many mil- 
lions. NAEC analyzed seven specific 
Federal power proposals — in the 
Southwest, Southeast, in California, 
Idaho, Colorado, Oregon, and the Mis- 
souri river basin. The facts were 
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marshaled in a widely distributed 
booklet titled ““You Draw the Line,” 
which showed that counterproposals 
by business-managed power companies 
would reduce Federal spending by 
more than $22,000,000. The resulting 
impact may be found in the Congres- 
sional Record. 

Whatever part this factual presenta- 
tion may have played in the outcome 
is a matter of conjecture. At any rate, 
the appropriation eventually approved 
for fiscal year 1952 for the Depart- 
ment of the Interior fell $52,000,000 
short of the sum recommended by the 
Bureau of the Budget, including most 
of the challenged $22,000,000. 


. I ‘o give responsible editors and 
writers greater informational per- 
spective ; to supply all the facts on over- 
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all issues or isolated projects either of 
government or industry; to assist in 
creating a complete and ready frame 
of reference for judgment and evalua- 
tion of power questions as they arise, 
the NAEC has arranged a growing 
number of round-table conferences 
bringing these men and women to- 
gether with executives of NAEC mem- 
ber companies. 

The point of these meetings is not to 
set up a Monday morning newspaper 
story or a feature article in the next 
issue of a magazine; in fact, the point 
is quite the opposite. The purpose has 
been, and will continue to be, solely 
that of dissipating confusion at points 
from which, conceivably, it might be 
relayed along to the public.’ 


¢ addition, it was felt that the prob- 
lem should be brought further into 
the open by identifying and clarifying 
a number of areas of confusion, by 
means of an NAEC publication avail- 
able to those whose views and opinions 
on government policies and expendi- 
tures are sought by the great informa- 
tion media. 

Therefore, NAEC prepared and 
distributed through its members a 
booklet called “Turn on the Light,” 


1 Another illustration along this line was the 
1952 NAEC booklet “More . . . and MORE 
...and MORE,” which put between covers for 
the first time the dramatic state-by-state, 
region-by-region description of this industry’s 
$18 billion expansion program. This was one 
element contributing to the NAEC’s continu- 
ing effort to demonstrate that this industry is 
a dynamic and expanding force for private 
enterprise able at all times to point to the facts 
refuting the claim of Federal power advocates 
that “only government is big enough to provide 
all the power the country needs.” 

Efforts to dispel confusion, arising from 
biased interpretation of fact, have been initiated 
at many different salients by NAEC, as well 
as by the Edison Electric Institute, the Elec- 
tric Companies’ Advertising Program, and the 
Public Information Program. 
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which points out that advocates of 
Federal power employ the phrase 
“public power” as a kind of self-be- 
stowed halo, and the phrase “private 
power” as a tin can tied to business- 
men. Effort was made to place these 
phrases and the relationship of gov- 
ernment power and private power in 
the correct light. 

Recently, the power-marketing pol- 
icy committee of NAEC, set up two 
years ago under the able chairmanship 
of Edward T. Gushee, vice president 
of The Detroit Edison Company, com- 
pleted a lengthy study of government 
power-marketing procedures that add 
up to no national power policy at all. 

Finally, the phase of NAEC activ- 
ity that perhaps attracts most notice 
is that of its relationships to and 
with the instruments and agencies of 
government. 

When it becomes necessary, as is fre- 
quently the case, for NAEC to present 
its findings and views on the one hand 
to government administrators or con- 
gressional committees, or on the other 
hand to public groups such as cham- 
bers of commerce or college students, 
it seeks to do so with logic and hard 
facts. 


an NG ahead, what are the outlines 
of NAEC activity in the next 
year, and the years to follow? 

This is best answered, perhaps, by 
mentioning some of the obvious gen- 
eral issues that have been thrust into 
the whirlpool from which a national 
power policy must eventually be fil- 
tered. 

What is the industry’s appraisal, in 
terms of public welfare, of such pro- 
posals as those of former President 
Hoover toward clarification of power 
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policy, operating practices, and admin- 
istrative procedures, or Charles E. 
Wilson’s (former head of General 
Electric) suggestion of broadening 
revenue potential and reducing gov- 
ernment debt by exchanging govern- 
ment savings bonds for certificates of 
ownership of government power prop- 
erties to be operated as new utility 
corporations ? 

Then, also, there are the proposals 
of Representative Coudert of New 
York, and others, for investigation of 
the extent of government involvement 
in commercial enterprise in competi- 
tion with a number of industries, the 
objective being to find ways to get gov- 
ernment back (one might actually say 
“restore”) to first principles. 

Then there are the ever-recurring 


er project appropriations, problems of 
legal interpretation of such matters as 
the “preference” clause or “wheeling” 
negotiations or proposed Federal or 
public body duplication of existing 
company transmission lines. 


BF Bone is, apparently, no end to the 
number of specific problems with 
which NAEC will be called upon to 
deal in seeking, in the public interest, 
a clear and concise, fair and workable 
national power policy. 

Many will be dealt with by routine 
activities ; others, that may be intricate 
or particularly vexatious by reason of 
obstructionism or prejudice on the part 
of the industry’s foes, undoubtedly 
will call for new kinds of activity with- 
in the limits of NAEC’s carefully 


problems of taxation, of Federal pow- charted responsibilities. 





Hydro on the Caroni? 


(See frontispiece) 


Mest of the year Angel Falls is up in the clouds, which form the 
I source of its constant water supply. After a drop of some 3,212 feet 
the spray re-forms into a swiftly moving river known as the Caroni. These 
are the world’s highest falls, discovered in 1937 by an adventurous pilot 
named Jimmy Angel, in the Gran Sabana country of Venezuela. They have 
been seen by only a handful of white men on foot. Air-line passengers who 
were lucky have gotten a brief glimpse of them through the nearly ever- 
present clouds. (The frontispiece in this tssue is a reproduction from the 
first full picture of the falls, which are fifteen times higher than Niagara.) 
The water does not spill over the lip of the cliff, but gushes through an 
opening in the rock several hundred feet down. The hole is reputed to 
be of a city block’s width. 

Located in the Guiana highlands, A. Conan Doyle’s “Lost World,” 
Angel Falls is in one of the least-explored sections of the globe. It is a 
land of misty green valleys and cloud-obscured mountain peaks. It is well 
south of the new Venezuelan iron fields of Cerro Bolivar and the U. S. 
Steel Corporation’s developments at Ciudad Piar. This land to the north 
the steel men have described as a “green Texas”—a land rich in minerals 
and with considerable agricultural and cattle-raising potentialities. Airlines 
run excursions from Caracas and Ciudad Bolivar to the highlands and the 
falls. Iron mining may be only the beginning for the region if it lives up 
to all expectations. 

Venezuelan Development Corporation (a government agency) has plans 
for a $60,000,000 hydroelectric project on the swift Caroni river which 
flows eventually into the Orinoco. Survey parties are now at work, accord- 
ing to reports. Construction may be three or more years off. According to 
THE WALL STREET JOURNAL, the same corporation plans to build a 70,000- 
tons-per-year steel mill on the Caroni. For fuel a process is being sought 
which will make practical the use of Venezuela’s low-grade coal in the steel 
production process. 
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One of the most widely discussed legal differences between the 
Federal government and private electric industry is the litigation 
over so-called “super co-op” loans by the Rural Electrification 
Administration. When such loans are used to channel REA 
appropriations into facilities to be leased and operated by other 
government power agencies, lawsuits have resulted. 


By RICHARD L. ARNOLD* 


NE of the most important 
() judicial decisions to the electric 

utility industry in recent years, 
and one of the very few decisions de- 
termining, on the merits, the lawful- 
ness of activities of the Federal gov- 
ernment in the transmission, distribu- 
tion, and sale of electric power and 
energy, was handed down by the su- 
preme court of Arkansas on February 
23,1953 (rehearing denied March 30, 
1953), in the case of Arkansas Elec- 
tric Co-operative Corp. et al. v. 
Arkansas-Missouri Power Co. et al. 
(98 PUR NS 33] 225 SW2d 674. 
The fundamental issue in this litiga- 
tion, which originated in a proceed- 
ing filed by the super co-operative 
before the public service commis- 
sion of the state of Arkansas, was 
whether or not the Federal govern- 
ment was to be allowed to launch a 


a personal note, see “Pages with the 
tors,” 
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full-blown electric public utility op- 
eration in the state of Arkansas by the 
acquisition of facilities constructed 
with loans made by the Rural Elec- 
trification Administration to a super 
co-operative, an Arkansas corporation, 
which, having received the proceeds of 
these loans and constructed certain fa- 
cilities, including a 30,000-kilowatt 
steam electric-generating station and 
544 miles of 69-kilovolt transmission 
line, immediately surrendered and 
transferred the total use and control of 
such facilities to Southwestern Power 
Administration, an agency created 
within the Department of the Interior 
by administrative ukase. 


SC few SPA super co-operative plan 
was to be effected through the 
consummation and performance of 
two contracts, By the terms of the first, 
the so-called “power contract,” the 
super co-operative was to borrow from 
JUNE 4, 1953 








PUBLIC UTILITIES FORTNIGHTLY 


the Rural Electrification Administra- 
tion, purporting to act under the terms 
and within the authority of the Rural 
Electrification Act of 1936, approxi- 
mately $5,700,000, which was to be 
expended by the super co-operative in 
the construction of a 30,000-kilowatt 
steam electric-generating station at or 
near Ozark, Arkansas, which location 
is conveniently near the existing 154- 
kilovolt transmission line now owned 
and operated by SPA, extending from 
the Norfork dam in Arkansas to the 
Denison dam on the Red river between 
the states of Oklahoma and Texas. 

As the Administrator of SPA testi- 
fied in one of the several appearances 
which he made before the Arkansas 
commission in support of the requested 
certificate, the entire output of the pro- 
posed steam plant was to be purchased 
by the government for a period of 
forty years and fed into SPA’s trans- 
mission system, for the service of 
whatever customers the government 
desired to serve. The plant was to be 
operated at an assumed annual load 
factor of 85 per cent, and the govern- 
ment agreed, in the “power contract,” 
to pay the co-operative a minimum an- 
nual bill of $900,000 a year, in month- 
ly instalments, for the output of the 
plant, which was to be operated at the 
times, in the manner, and at loadings 
dictated exclusively by Southwestern 
Power Administration, notwithstand- 
ing the fact that the legal title to the 
plant remained in the super co-opera- 
tive and it was staffed by co-operative 
employees. 


F  pnnerncent under the second 
agreement, the so-called “lease 
contract,” SPA agreed to sell to the 
super co-operative for a period of 
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forty years the entire requirements of 
electric power and energy of the three 
distribution co-operatives who were 
members of and had caused the in- 
corporation of the super co-operative. 
This sale was to be at SPA’s rate “A” 
as the same existed under Federal 
Power Commission approval and con- 
firmation as of the time of the making 
of the “lease contract” or as the same 
might thereafter, from time to time, 
exist. 


} i an additional and entirely separate 
and severable portion of the “lease 
contract,” the 69-kilovolt, 544-mile 
transmission system which the super 
co-operative agreed to construct in 
northwest Arkansas at a cost of ap- 
proximately $4,600,000, to be bor- 
rowed from Rural Electrification Ad- 
ministration, purportedly acting with- 
in the terms and under the authority 
of the Rural Electrification Act of 
1936, was to be leased for a period of 
forty years by the co-operative to the 
government at a yearly rental aggre- 
gating some $237,000, which was cal- 
culated to equal exactly the interest 
and amortization on the portion of the 
REA loan properly allocable to the 
transmission system. The co-operative 
granted the government a continuing 
option to acquire title to the transmis- 
sion system at any time during the 
first thirty-five years of the “lease con- 
tract” at a price equal to the unamor- 
tized balance of that portion of the 
loan attributable to the transmission 
system, and at the end of thirty-five 
years (assuming all payments had 
theretofore been made), for the sum 
of $10. Thus, in effect, as the Arkansas 
court observed, the parties had made 
an instalment purchase agreement. 
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ARE REA “SUPER CO-OP” LEASES VALID? 


_— the foregoing, it will appear 
that very substantial yearly sums 
were to become due from SPA to the 
super co-operative under the pro- 
visions of the “power contract” and 
the “lease contract.” The government 
and the super co-operative both relied 
upon the terms of the “continuing 
fund” statute of Southwestern Power 
Administration for authorization for 
the purchase of electric power and 
energy by the government and ap- 
propriations from which to make the 
payments due from SPA to the super 
co-operative. 

The “continuing fund” of South- 
western Power Administration origi- 
nated in the First National Defense 
Supplemental Appropriation Act of 
1943, and directed the Secretary of the 
Treasury to set up, out of receipts 
from the sale of electric power and 
energy generated at Denison and Nor- 
fork dams, a “continuing fund” of 
$100,000 to the credit of the Adminis- 
trator of SPA, to enable him to “de- 
fray emergency expense and to insure 
continuous operation.” 57 Stat 611, 
621; 16 USC 825s-1. In the Interior 
Department Appropriation Bill for 
1950 (HR 3838), the “continuing 
fund” was increased to $300,000, to 
defray emergency expenses necessary 
to insure continuous operation and also 
“... to cover all costs in connection 


e 


with the purchase of electric power and 
energy and rentals for the use of facili- 
ties for the transmission and distribu- 
tion of electric power and energy to 
the public bodies, co-operatives, and 
privately owned companies.” 

A “continuing fund” is a device 
unique in legislative experience, be- 
cause it automatically is reimbursed 
for all outlays made from it, by power 
sales receipts. Thus its ostensible up- 
per limit of $300,000 is chimerical 
only, and not real. As the Administra- 
tor of Southwestern Power Adminis- 
tration has said, if the power receipts 
were large enough and it were me- 
chanically possible to write enough 
checks, a hundred million dollars a year 
could be spent from the “continuing 
fund.” 


ROM the outset of the hearing be- 

fore the Arkansas Public Service 
Commission, those who were charged 
with the responsibility of the active 
management and conduct of the litiga- 
tion sought to make abundantly clear 
on the record what was manifestly the 
controlling, underlying fact: That 
funds appropriated and earmarked by 
the Congress for rural electrification 
were being unlawfully diverted 
through the contractual arrangements 
which have been described above, to 
enable a government agency which had 


perience, because it automatically is reimbursed for all out- 


q “A ‘CONTINUING fund’ is a device unique in legislative ex- 


lays made from it, by power sales receipts. Thus its ostensible 
upper limit of $300,000 is chimerical only, and not real. As 
the Administrator of Southwestern Power Administration 
has said, if the power receipts were large enough... a hun- 
dred million dollars a year could be spent from the ‘continu- 


ing fund.’ ” 
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no authority therefor to go into the 
electric utility business full-fledged. 
The primary purpose of the Rural 
Electrification Act of 1936, and also 
the Arkansas Electric Co-operative 
Corporation Act (the act under which 
the super co-operative was incorpo- 
rated), is the furnishing of electric 
service “to persons in rural areas who 
are not receiving central station serv- 
ice.” Additionally, under the Arkansas 
statute, a co-operative may serve its 
members only. 


y quand the background of the pri- 
mary statutory purpose set out in 

the state and Federal rural electrifica- 
tion acts, which was thoroughly sup- 
ported by research into the legislative 
history of the national act, the electric 
companies opposing the Federal power 
scheme (Arkansas - Missouri Power 
Company, Arkansas Power & Light 
Company, Southwestern Gas & Elec- 
tric Company, and Oklahoma Gas & 
Electric Company) showed, by a mass 
of evidence, certain undisputed facts: 
First, that all the members of the 
member co-operatives of Arkansas 
Electric were receiving central station 
service from the companies’ transmis- 
sion systems; next, that the proposed 
steam electric-generating station and 
transmission system would be con- 
structed for the exclusive use and bene- 
fit of SPA; again, that the carrying 
capacity of the transmission system 
would be four and one-half times the 
projected loads of the co-operatives, 
even on the most optimistic basis, and 
would be such that the combined loads 
of the intervening companies and the 
member co-operatives could be com- 
fortably carried in 1959, when these 
loads would reach, according to the 
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highest estimate, an aggregate of 105, 
000 kilowatts ; and, finally, it was de. 
veloped on cross-examination of the 
Administrator of SPA that it was the 
intention of that agency to serve not 
only the super co-operative and its 
members, but that, in the view of the 
witness at least, § 5 of the Flood Con- 
trol Act of 1944 empowered the goy- 
ernment to serve any customer that it 
might wish to take, whether presently 
receiving service or not, and whether 
the sale was one at wholesale or for 
consumption by the purchaser. The 
Administrator expressed the view that 
preference in availability had to be 
given to public bodies and co-opera- 
tives, which includes any city or town 
served by any of the electric companies, 
but that the government was not pre- 
cluded from taking any customer that 
it might desire to serve, if the require- 
ments of such customer were “in 
wholesale quantities.” 


N these circumstances, the Arkansas 
Supreme Court was certainly well 
justified in concluding that the pro- 
posals put forward under the “power 
contract” and the “lease contract” 
were violative of the Arkansas Electric 
Co-operative Corporation Act (§ 77- 
1101 et seq. Arkansas Stats 1947). 
The court said, in this connection: 
The statute could hardly be more 
explicit in its declaration that a co- 
operative can sell power to its mem- 
bers only and that its membership is 
limited to persons in rural areas who 
agree to use electric energy. The legis- 
lative design is evidently to bring the 
advantages of electricity to farmers 
and to residents of communities hav- 
ing a population of not more than 2, 


And: 
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ARE REA “SUPER CO-OP” LEASES VALID? 





The Duty of Courts to Determine Issues 


cé FS pram anomalous in the extreme would arise if determina- 

tions on the merits of the legality of Federal competitive schemes 

could only properly be made by courts when the questions were en- 

countered in appeal or review proceedings seeking to sustain or overturn 

conclusions of administrative bodies. Certainly a court should have the 

right and the duty of determining the rights of parties seeking to avoid 
destruction at the hands of the sovereign...” 





SPA is a “person” within the stat- 
utory definition, § 77-1102(5), but 
there its eligibility to membership 
ceases. SPA is not in a rural area, it is 
not without central station service, and 
it does not propose to use this power as 
a consumer. To the contrary, SPA’s 
Administrator testified below that he 
intends to resell this power to cities 
and towns, to large manufacturing 
concerns, and to anyone else who buys 
power “in wholesale quantities’—a 
term which the witness considered not 
restricted to wholesale, as distin- 
guished from retail, transactions, Fur- 
thermore, SPA expects to number 
among its customers persons and 
municipalities who are already being 
served by the intervening utilities. In 
short, the effect of the SPA-Arkansas 
Electric alliance will be the sale of co- 
operatively generated power to per- 
sons not in rural areas, to persons 
who are receiving central station 


service, and, in the case of SPA it- 
self and its municipal patrons, to per- 
sons who propose not to use the energy 
as consumers but to resell it at whole- 
sale or retail, We think it too plain for 
argument that the proposal violates not 
merely the letter of the law but its 
spirit as well. 


HE court then proceeded to exam- 

ine the validity of the contractual 
arrangements made between the super 
co-operative and SPA when tested by 
§ 5 of the Flood Control Act of 1944 
and Southwestern Power Administra- 
tion’s “continuing fund” statute, and 
had no difficulty in reaching the con- 
clusion (as to which one of the judges 
did not join, since in his view decision 
of the Federal point was unnecessary 
because the case had already been dis- 
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posed of on the state ground) that “continuing fund” statute did not au. 
SPA had no authority to enter into thorize the contracts under considera- 
the engagement it had made to acquire _ tion, the court, moreover, relied upon 
the entire output of the co-operative’s the statement of Senator Kerr made 
proposed steam electric-generating sta- on the floor of the Senate of the United 
tion. In this connection, the court States on the occasion of the 1950 
examined and quoted § 5 of the Flood amendment of the statute: 


Control Act of 1944 (16 USCA 
§ 825s), and commented : 


It will be seen that this statute con- 
templates the sale of hydroelectric 
power only ; that is, power “generated 
at reservoir projects.” Further, the 
Secretary is authorized to construct or 
acquire only such transmission lines 
and related facilities as may be neces- 


sary to make the power available in T 


wholesale quantities to specified pur- 
chasers. The language of this statute 
does not in any way suggest that Con- 
gress meant for the department to 
“firm up” its hydro power by the ac- 
quisition of steam power and thereby 
enable itself to enter the competitive 
retail market. On the contrary, the 
legislative history of the act, as re- 
flected by congressional committee re- 
ports, the debates on the floor, and the 
amendments that were accepted or re- 
jected, shows beyond question that 
Congress was anxious to avoid setting 
up “a public power trust which would 
be unduly competitive with established 
private power utilities.” Senate Report 
No. 1030, 78th Congress, 2nd Session. 


o bes court next considered the “‘con- 
tinuing fund” statute of South- 
western Power Administration in the 
light of its legislative history, noting 
the fact that Southwestern Power Ad- 
ministration had submitted to the 
Congress in 1946 its “comprehensive 


” 


plan,” which included a request for 
appropriations for the construction 
and operation of several steam 
plants of large capacity, which 
request was denied by the Congress. 
In reaching its conclusion that the 
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The purpose of the clarifying 
amendment with reference to the con- 
tinuing fund is to make it crystal clear 
that there is no purpose, desire, nor 
authority for the Administrator to rent 
any generating facilities with the 
money in the so-called continuing fund. 
(Congressional Record, 81st Congress, 
Ist Session, page 12253.) 


HE court concluded its opinion as 
follows : 


To sum up our discussion of the 
Federal law : Congress has in no fewer 
than three ways expressed its belief 
that SPA’s proper function is to sell 
hydro power in wholesale quantities 
rather than to sell at retail by the in- 
tegration of steam power. First, the 
dams were originally approved upon 
the assumption that the current would 
be marketed as peaking power, which 
is necessarily a transaction at whole- 
sale. Second, the Flood Control Act 
refers only to hydro power and 
specifically directs that the sales be in 
wholesale quantities. Third, when 
SPA proposed a comprehensive plan 
for the construction of steam plants 
Congress rejected the proposal. Op- 
posed to this settled legislative policy 
is only the suggestion that by creating 
the continuing fund Congress meant 
to enable SPA to purchase steam-gen- 
erated electricity and thereby to be- 
come a vendor of firm power. It is 
perfectly clear, however, that the ap- 
propriations to the continuing fund 
have been intended to permit SPA to 
perform its wheeling contracts and do 
not represent a departure from the 
policy implicit in the permanent legis- 
lation. We are not convinced that Con- 
gress, by the approval of appropriation 





ARE REA “SUPER CO-OP” LEASES VALID? 


measures which are effective for only 
a year, has thereby decided to au- 
thorize the expenditure of the con- 
tinuing fund for purposes completely 
at variance with the general laws. 

We conclude that the SPA-Ar- 
kansas Electric contracts are contrary 
to Federal law as well as to our own 
Act 342. The judgment of the circuit 
court is accordingly affirmed, 


: ee the fundamental question of 
whether or not an agency of the 
Federal government was to be allowed 
toembark in the public utility business 
in Arkansas was answered adversely 
io the ambitions of SPA on both state 
and Federal grounds. 

jut what is perhaps the most im- 
portant aspect of the decision is the 
fact that it is a determination on the 
merits as to the legal validity, in exist- 
ing circumstances, of a program of the 
Federal government involving the 
transmission, distribution, and sale of 
electric power and energy in competi- 
tion with established suppliers in the 
area. It was pointed out at the incep- 
tion of this paper that such decisions 
are few and far between. During the 
last twenty or twenty-five years, it be- 
came judicially fashionable in this kind 
of case to bypass a decision on the 
merits on the ground that the electric 
utility companies, which usually raised 
the question of legalities against pro- 
posed or actual Federal competition, 


are not possessed of a standing to sue 
or “litigable interest” sufficient to au- 
thorize or entitle them to raise ques- 
tions of constitutional disability or lack 
of statutory authority when con- 
fronted by government competition. 
See, for example, the cases of Tennes- 
see Electric Power Co. v. Tennessee 
Valley Authority (1939) 306 US 118 
[27 PUR NS 1] 83 L ed 543, 
Alabama Power Co. v. Ickes (1938) 
302 US 464, [21 PUR NS 289] 
82 L ed 374, and Ashwander v. 
Tennessee Valley Authority (1936) 
297 US 288, 80 L ed 688. In the first 
two of these cases, the court never did 
reach the merits of the controversy, 
contenting itself with the holding that 
the companies were not authorized to 
raise the constitutional and statutory 
questions which were sought to be ar- 
rayed against Federal encroachment. 
In the Ashwander Case, the constitu- 
tional validity of a very narrow seg- 
ment of TVA’s operations was sus- 
tained. 


| paar the Arkansas super co- 
operative case is different in cer- 
tain aspects from the three cases cited 
above, and primarily so in that it was 
a certificate case originating before an 
administrative body, still the salient 
fact remains that the Arkansas court 
did examine into and determine the 


e 


1936, and also the Arkansas Electric Co-operative Corpora- 


q “THE primary purpose of the Rural Electrification Act of 


tion Act (the act under which the super co-operative was 
incorporated), is the furnishing of electric service ‘to per- 
sons in rural areas who are not receiving central station 
service. Additionally, under the Arkansas statute, a co- 
operative may serve its members only.” 
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legalities concerning the scheme of 
Federal competition. It is to be hoped 
sincerely that this decision may be 
evidence of the beginning of a trend 
tending away from the rationale of 
such cases as Tennessee Electric Pow- 
er Co. v. TVA and Alabama Power 
Co. v. Ickes. Certain observations were 
made by the court in this connection, 
which will perhaps be of interest to 
persons required to grapple with the 
question of competition. The court 
said : 


It is insisted by the appellees that 
many of the commission’s findings of 
fact are contrary to the undisputed 
proof, but we find it unnecessary to 
determine these issues. In our opinion 
the case is controlled by either of two 
independent issues of law: First, under 
the Arkansas statutes can Arkansas 
Electric legally sell power to SPA? 
Second, under Federal legislation can 
SPA legally bind itself to the per- 
formance of its contracts with 
Arkansas Electric? The commission 
expressed the view that both questions 
should be answered in the affirmative. 

Despite the fact that these two in- 
quiries are judicial questions they are 
properly raised in this administrative 
proceeding. The commission must 
often determine questions of law that 
are pertinent to its final legislative de- 
cision. Southwestern Gas & Elec. Co. 
v. City of Hatfield, 219 Ark 515, 243 
SW2d 378. The basic issue is that of 
public convenience and necessity, 
which has been described as “what 
will conduce to the general public wel- 
fare.” Abbott v. Public Utilities 
Commission 48 RI 196 [PUR1927C 
436] 136 A 490; see also Arkansas 
Express, Inc. v. Columbia Motor 
Transport Co. 212 Ark 1, 205 SW2d 
716. If the entire arrangement be- 
tween Arkansas Electric and SPA is 
contrary to law, if the proposed con- 
struction is vulnerable to being halted 
at any time by reason of its being il- 


legal, the public interest demands that 
the project not be undertaken, 


The decision of the court in the 
Hatfield Case, cited supra, was 
based upon the landmark opinion of 
Mr. Justice Holmes in the case of 
Prentis v. Atlantic Coast Line Co. 211 
US 210, 29 S Ct Rep 67, 53 L ed 150, 
where, in words that have not been 
excelled for clarity and incisiveness, 
Justice Holmes outlined the difference 
between a judicial and legislative pro- 
ceeding, and made very firmly the point 
that in a legislative proceeding, legal 
questions must necessarily be encoun- 
tered and determined. 


P ‘ppesimmnuen anomalous in the ex- 
treme would arise if determina- 
tions on the merits of the legality of 
Federal competitive schemes could 
only properly be made by courts when 
the questions were encountered in ap- 
peal or review proceedings seeking to 
sustain or overturn conclusions of ad- 
ministrative bodies. Certainly a court 
should have the right and the duty of 
determining the rights of parties seek- 
ing to avoid destruction at the hands 
of the sovereign, whether the question 
is encountered in a bill brought in a 
court of equity or in a proceeding hav- 
ing its inception before a public serv- 
ice commission. 

It cannot but be a source of consid- 
erable gratification and encouragement 
to those in the electric utility industry 
that at long last the highest court of a 
state has had the courage to examine 
into and make a determination on the 
merits as to the authority and proper 
scope of operation of a Federal agency 
about to engage in an all-out opera- 
tion competitive with private enter- 
prise. 
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Letter to Ben Franklin 


The long record of technical research and develop- 

ment between the “big three” electric manufacturers 

and the electric utility industry, has not received the 
notice which it deserves. 


By GEORGE W. KEITH* 


My Dear Sir: 
[: has been 201 years since you flew 


your kite in a storm. I like to think 

of the key you used as the one 
which has unlocked more “miracles” 
than Aladdin’s Lamp. 

As a philosopher, scientist, and a 
disciple of thrift and son of revolution, 
you will be interested in what has been 
done with chained lightning, though 
the story is too long to give complete 
details. But, philosophy, science, thrift, 
and revolution are involved. 

For one thing there is the electric 
power business, built upon the philoso- 
phy of private enterprise. It is a $23 
billion industry, which has grown so 
astoundingly fast, and has been deliv- 
ering such quantities of cheap power, 
that the companies that must supply it 
with equipment have been kept hump- 
ing to do so. 


_*Professional writer, now resident in Cin- 
cinnati, Ohio. 
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Yet, charged with that spark which 
has characterized America from the 
very first, these manufacturers have 
continued and are continuing to meet, 
or surpass, all the demands of the elec- 
tric utilities’ constant calls for new 
tools to make new and improved uses 
of electricity. 

It is about these supplier-manufac- 
turers that I am writing, but to under- 
stand what they are expected to do, 
you must first have an idea of what 
electricity is doing for the people of 
the world, and especially in our United 
States. 


a. folk of your day no doubt 
vied with each other, probably to 
the great distress of gentlefolk like 
you, as to the number of slaves their 
establishments had to do their servile 
and menial tasks. 

Of course, only the rich could afford 
this dubious luxury. However, your 
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key, sir, has altered that, until Ameri- 
cans who were “created equal,” have 
attained a certain equality through 
electricity. 

Today almost every household, at 
very modest outlay, has approximately 
thirty-three servants. 

No servants’ quarters, or meals, are 
required. The slaves were freed long 
ago, as you know, and their children 
today each can have thirty-three serv- 
ants of their very own, obeying them 
by the pressure of a button, or flip of a 
switch. 

Each householder can command 2,- 
200 kilowatt hours of electric power 
at very little cost. 


Yu: sir, can count yourself part of 
another revolution, according to J. 
Stanford Smith, manager of the Gen- 
eral Electric Company’s (more about 
this company later) apparatus adver- 
tising and sales promotion. He said an 
“electric revolution is sweeping the 
country, which eventually will have 
far greater effect on mankind than the 
industrial revolution of the nineteenth 
century.” 

No one would dare say it equals or 
betters the one you took part in. That 
will never again be approached until 
the millennium. 

He referred to business and eco- 
nomical revolutions, not spiritual, 
when he said “Electric power in the 
United States twenty years hence will 
be able to do the work equivalent to 
that of 13 billion persons—about five 
times the population of the world. 

“In our factories and offices each 
worker will have around 400 electrical 
men or servants at his command by 
1970.” 

Then he added something which will 
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strike you as pat: “Progress and con. 
tinued courageous investment are im. 
possible except in an atmosphere of 
political and economic freedom.” 


S Bue are three large companies | 
have singled out to write about, 
sir, Allis-Chalmers Manufacturing 
Company ; General Electric Company; 
and Westinghouse Electric Corpora. 
tion, familiarly known as the “Big 
Three,” to tell what they have done 
and intend to do to provide the am- 
munition for the electrical revolution. 

T. Fort, vice president of Westing- 
house Electric, reported in February, 
1951: 

In 1950 the utilities (electric com- 
panies) bought 14,000,000 kilowatts of 
generating capacity. They had another 
14,000,000 kilowatts on order at the 
beginning of 1950. Nearly all of this 
will be installed by the end of 1953, 
thus bringing the installed capacity to 
93,000,000 kilowatts, That is a 35 per 
cent increase—8,000,000 more kilo- 
watts than called for by the President. 


Shortly after that a war broke out, 
and Uncle Sam called upon the Big 
Three, as on every other business, to 
produce real guns and ammunition, in 
addition to what was needed at home. 

There was no faltering, sir, as is evi- 
denced by the figures. The Edison 
Electric Institute issued a statement 
which said, in part: 


Due to a combination of circum- 
stances, the 1952 increase in public 
utility generating capacity was consid- 
erably less than had been planned. At 
the same time the maximum demand 
was also smaller . . . with the result 
that the margin of spare and reserve 
capacity was further improved over 
that of the previous year . . . the mar- 
gin in December, 1952, was 8} pet 
cent above the maximum demand. 
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i er sir, in spite of the demands 
of the military, which were ade- 
quately served, the teamwork of the 
electric companies and the manufac- 
turers of electrical products was able 
to provide the home folks, industry, 
and agriculture with all the electricity 
they could consume, with plenty to 
spare, while newer and more wonder- 
ful appliances and machines rolled off 
the assembly lines, crying ever for 
more and more chained lightning. 

For instance, there is the General 
Electric 25,000,000-kilovolt amperes 
impulse breaker, with which transmis- 
sion voltages of 330 kilovolts or more 
are possible, with circuit loadings ap- 
proaching a million kilowatts over a 
3-phase line. 

This marvel will be used to carry 
power to the new atomic energy plant 
being erected near Portsmouth in 
Ohio, by fifteen privately owned elec- 
tric utilities, banded together. If GE, 
or some other company, had not come 
through with this at the right moment 
—but that is the way things have been 
going for America, ever since you and 
your friends started us on the way. 
Providence, it seems, has always been 
on hand to give us what we needed to 
meet all contingencies, though a lot of 
us seem to blame it on various other 
factors which do not take into account 
a Higher Power than the kilowatt, am- 
pere, and volt. 

However, armed with knowledge 


and integrity, the combination of the 
Big Three, manufacturing electric 
generating equipment, transformers, 
switching gear, and other control de- 
vices, and the electric light and power 
industry, manufacturing and deliver- 
ing power in astronomical quantities, 
has proved to the world beyond doubt 
that private industry, as pursued in the 
United States, is the answer to many 
of the problems which beset the rest 
of the world. 


UE to unsettled conditions all over 

the world, because of the activi- 

ties of several tyrants who would make 

gods of themselves, despairing folk 

have come to the conclusion that may- 

be the answer to the question of pros- 

perity is to be found in emulating the 

nations which have come under the 
heel of these despots. 

Turn all business, everything over 
to the government, and let it manage 
everything and us, relieving us of all 
responsibility, they say. There is Para- 
dise; there is Utopia! 

What a betrayal of you and your 
fellow revolutionists ! 

Fortunately, though, only a few 
Americans are steeped in this false 
philosophy; a philosophy which says, 
“We must have war, unceasingly, so as 
to generate the prosperity needed to 
provide us with the good things of life. 
Stop the wars, and you kill pros- 
perity!” 


e 


approximately thirty-three servants. No servants’ quarters, 


q “Topay almost every household, at very modest outlay, has 


or meals, are required. The slaves were freed long ago... 
and their children today each can have thirty-three servants 
of their very own, obeying them by the pressure of a button, 
or fp of a switch.” 
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They even go so far as to create a 
“peace scare”! if stocks and bonds 
fluctuate a little in the markets. You 
patriots must blush at the very thought 
of anybody so craven as to be afraid of 
peace. 

Here let me quote what Ralph J. 
Cordiner, president of GE, said about 
this, in squelching the idea that we are 
a nation built upon the ashes of devas- 
tated nations and dead men’s bones. 

“Industry,” the executive told his 
shareholders, who came from thirty- 
nine states and Canada, “has a grow- 
ing job to do, even if we are fortunate 
enough to arrive at the point where our 
defense job can be cut back.” 


HIs is underscored to permit you 

to raise again your head, sir. This 
is a typical American talking the lan- 
guage you and your colleagues intro- 
duced into the vocabulary. 

GE, he said, intends to spend more 
than $500,000,000 for expansion in 
the next three years, bringing its post- 
war expenditures to $1.1 billion. 

First-quarter sales for 1953, he told 
the thrifty people who have their earn- 
ings invested in GE, were $777,819,- 
000, or 39 per cent over the same pe- 
riod last year—the largest in history. 

“If GE does nothing more than 
maintain its share of the industry, 
against an estimated 900 competitors, 
it could be called upon to produce be- 
tween $ billion and $5 billion worth 
of goods and services in the year 1961. 
This,” he said, “would compare with 
$2,623,888,000 in 1952. 

“This program,” he indicated, “is 
based fundamentally on our estimate 
of the requirements for a growing 
civilian economy.” 

No talk of war prosperity; no hint 
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of being afraid of peace; just peaceful 
civilian economy comes within his op- 
timistic view. 

“We believe the electric manufac. 
turing industry will grow more than 
twice as fast as the remainder of the 
economy, during the period from 1952 
to 1961,” he added. 

There is a record backlog of orders 
for capital goods, he said, amounting 
to $3.325 billion, at the end of 1952, 
with trend in sales volume closely 
paralleling the trend of unfilled orders. 


a that General Electric 

intends to spend more than $500,- 
000,000 for expansion in the next three 
years to bring its postwar expenditure 
for new plant and equipment to $1.1 
billion, Mr. Cordiner emphasized that 
the expansion program was based, 
fundamentally, on estimates of the re- 
quirements of a growing civilian 
economy. 

“Tt is our belief that our continuing 
program for new and modernized 
plant and equipment is in our own 
long-range interest and in the interest 
of the economy as a whole,” Mr. Cor- 
diner said. “By doing everything in 
our power to grow with the economy 
and to increase the use of electrical 
products in other industries, in com- 
merce, in transportation, and in the 
home, we are making a decided con- 
tribution to a continuing higher stand- 
ard of living and to the maintenance 
of a sound economy. 

“We are embarked upon a policy of 
growing new businesses from within. 
We are not growing larger by buying 
other businesses. By our concentration 
on research and engineering develop- 
ment we are constantly adding to the 
stream of new and wanted products 
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Co-operation between Manufacturers and Utilities 


“ _. in spite of the demands of the military, which were adequately 
served, the teamwork of the electric companies and the manufacturers 
of electrical products was able to provide the home folks, industry, and 
agriculture with all the electricity they could consume, with plenty to 
spare, while newer and more wonderful appliances and machines rolled 
off the assembly lines, crying ever for more and more chained lightning.” 





and services. We are constantly bring- 
ing out new and better products which 
render so much more in service that 
our customers will insist upon having 
them.” 


price important factor in GE’s 
program of expansion which 
cannot be accurately reflected by in- 
creases of square feet of floor space, 
he said, is the emphasis placed upon 
facilities for research and engineering 
development. 

The company’s expansion program 
has also included several major proj- 
ects for advanced development labo- 
ratories within the operating division, 
such as the meter and instrument labo- 
ratory at West Lynn, the high-voltage 
engineering laboratory at Pittsfield, 
the switchgear development labora- 
tory at Philadelphia, the electronics 
laboratory at Syracuse, and jet engine 
testing and development facilities at 
Lynn, Massachusetts, and Evendale, 
Ohio. 
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wo are some of the things this 
company intends to do in spend- 
ing another $500,000,000 on expan- 
sion? 

Factories, sir, in your time, were 
small one-room, or one-story affairs, I 
suppose, and probably very messy. At 
least they were that way until lately, 
dirty looking, with uninviting ex- 
teriors, and with smoke belching forth 
from ugly smokestacks. 

That has been changing rapidly, 
however. For instance, GE is erecting 
on a thousand-acre tract, near Louis- 
ville, Kentucky, a $200,000,000 fac- 
tory in its Appliance Park. 

Five handsome buildings, hidden 
behind trees, set in landscaping to de- 
light a man like George Washington; 
they will not look like factories and 
there will be no smoke or grime evi- 
dent. 

A $100,000 arboretum, with every 
kind of shrub and tree that can live in 
that climate, will greet the eyes of fas- 
tidious Blue Grass gentry. 
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Here will be made refrigerators, 
home freezers, ranges, and other elec- 
trical appliances. Yes, cooking and 
cooling and freezing are done by 
chained lightning, sir, and at home, 
and cheaply, too, which last, I know, 
interests you. 

This project will bring 48,000 new 
residents to the area; cause 9,300 new 
homes to be built, with 3,300 retail 
stores to serve them; and there will 
also be 2,400 professional workers em- 
ployed, and 10 new schools will go up. 

Living standards will rise, and note 
this : There will be about $250,000,000 
of taxable property added to aid the 
local economy. 

This park is the modern way of 
building plants, where people can work 
and live near by, as they used to in 
your day. 

Other plants on this pattern are Nela 
Park, near Cleveland, Ohio, Syracuse, 
New York’s Electronic Park, where 
they make television and radio receiv- 
ers ; television sends pictures thousands 
of miles by electricity into people’s 
homes, while radio sends them the hu- 
man voice, and every other kind of 
sound—through the air—no wires— 
but propelled by chained lightning. 

There are smaller plants at Annis- 
ton, Alabama, and at Coshocton, Ohio, 
and Asheboro, North Carolina, where 
they make electric blankets. Yes, 
blankets for everybody’s beds—heated 
by chained lightning! 


W A. Roperts, president of Al- 
e lis-Chalmers Manufacturing 
Company, in his latest report to his 
shareholders announced that new highs 
on sales volume were reached—over 
$500,000,000 for the first time. 

Also there were new highs of wages, 
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number of employees, number oj 
shareholders, total assets, and total 
dollar profits, although there was 2 
slight drop in earnings per common 
share. 

“When present commitments op 
capital expenditures for modernization 
and expansion of facilities are finished, 
we will have, since 1946, expended just 
under $100,000,000.” No peace fear 
there! 

“The improved and new floor space 
and machine tools acquired through 
this investment will have important in- 
fluences on our operations in 1953, and 
future years. 

“Recognizing,” he continued, “our 
responsibilities to the communities of 
which we are a part, we have carried 
on a program of public relations . .. 
and ... programs of particular inter- 
est to our employees, our neighbors, 
and the general community.” 

As evidence of its faith in the fu- 
ture—peaceful, it is hoped—at war, 
if positively necessary—the company 
completed a $75,000,000, 50-year term 
loan agreement with a group of insur- 
ance companies, probably the canniest 
of all lenders, who must not be afraid 
of peace. 

“Our position in power,” the execu- 
tive stated, “has continued to rise with 
the tremendous growth of the electric 
power industry.” 


iy news was supercharged hydro- 
gen cooling of turbine generators, 
with “Allis-Chalmers continuing to 
lead the way,” according to Roberts. 
The first unit using this principle, 
60,000-kilowatt generator, with super- 
charged rotor, turned in a 100 per cent 
availability-for-service record. Many 
more of these units are now on order. 
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A unit is now nearing completion with 
rotor and stator completely super- 
charged. 

In the field of electronics, a new 
foundromatic core dryer was intro- 
duced, the first in industry, to be used 
ina nonferrous foundry. 

A new important use for the dielec- 
tric heater was found in the quality 
control of synthetic rubber. 

All previous production records at 
the A-C Boston Works were broken. 

Thus we hear report after report of 
these companies’ shattering records to 
serve the electric power industry. 

A-C West Allis Works $3,000,000 
power modernization and expansion 
program was just recently announced 
by J. D. Greensward, vice president 
and director of manufacturing, gen- 
eral machinery division, to meet rapid- 
ly increasing electric power require- 
ments. 

The new 7,000-kilowatt steam tur- 
bine will supply seven and a half times 
the power of the unit it replaces. And 
anew boiler of 150,000 pounds steam 
per-operating-hour capacity is being 
installed at this project. 

Greensward also noted a 30-foot 
boring mill, and many new smaller 
boring mills are among the tools of the 
production line. 

The entire program, he indicated, 
reflects the growth of the use of elec- 
tricity in the United States, and the an- 
ticipated demand by utilities. 


Last year a 22,000,000-volt Beta- 
tron was introduced at West Allis to 
be used in the inspection of large cast- 
ings, in the A-C continuing search for 
perfection. 


| greets Gwilym A. Price, of 
Westinghouse Electric Corpora- 
tion, with never a thought of fear of 
peace, announced his company’s ex- 
pansion plans. 

“We are looking forward,” he said, 
“to the many peacetime applications of 
atomic power,” adding, 

“The rising level of employment 
shows the company’s $296,000,000 ex- 
pansion program . . . is gaining mo- 
mentum, as more and new and ex- 
panded plants get into production. 

“Last year .. . Westinghouse em- 
ployed approximately 111,500,” he 
said, this being a 16 per cent increase 
in two years. 

All expansion programs are “geared 
to peacetime growth,” Price reiterated. 

In 1948-49-50, Price related, his 
company’s sales exceeded even war- 
time peaks, and were more than 500 
per cent of 1938-39 figures. 

Three years after the conclusion of 
a terrible war, sir, his company com- 
pleted a $150,000,000, 50 per cent 
capacity-increasing program. 

Among phenomenal activities was 
the building of two of the largest 3- 
phase power transformers ever built, 


capable of handling 220,000 kilovolt 


7 


philosophy of private enterprise. It is a $23 billion industry, 


q “« |. . there is the electric power business, built upon the 


which has grown so astoundingly fast, and has been deliver- 
ing such quantities of cheap power, that the companies that 
must supply it with equipment have been kept humping to do 
so.” 
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amperes. These were built at the 
Sharon, Pennsylvania plant, while 
new plants at Raritan, New Jersey, 
Union City, Indiana, Bath, New 
York, Baltimore, Maryland, Colum- 
bus, Ohio, and East Pittsburgh, 
Pennsylvania, bespeak confidence in 
the future. These plants will make the 
company capable of almost doubling 
its generator production. 


HE cornerstone, it is said, of all 

Westinghouse service to the elec- 
tric utility industry is advanced re- 
search, aimed at anticipating and solv- 
ing tomorrow’s utility problems. 

In earnest pursuit of this objective 
a new $6,000,000 laboratory is being 
erected for steam and gas turbine re- 
search, with a staff of one hundred of 
the finest engineers and technicians 
obtainable. 

This is part of a $32,000,000 plant 
expansion started last year at South 
Philadelphia. 

One building in this project is more 
than a quarter of a mile long, contains 
600,000 square feet of manufacturing 
space, and will call for more than 2,000 
additional employees, when completed. 

Westinghouse annual production of 
electric utility turbines will be in- 
creased to 4,500,000 kilowatts. 

Test stands in one section will ac- 
commodate eight 250,000-kilowatt 
units, simultaneously. Most of the 
steam turbine capacity will be concen- 
trated on ratings of 20,000 kilowatts, 
and up. 

Westinghouse, using chained light- 
ning, says sales of air conditioning will 
exceed all previous records this year, 
and that five years hence, a house or 


office without air conditioning will be 
considered out of date. 

Not the least of the fruits of revo. 
lution are to be found on the farm, 
where crops can be planted, cul- 
tivated, and harvested mechanically; 
and where the farmer and his stock 
can live in palatial comfort, thanks to 
chained lightning. 

From this fragmentary report, 
would you conclude, sir, we have done 
rather well with our chained lightning? 
Did you ever visualize anything ap- 
proaching this when you flew your 
kite that day? 

Would you also say, that if nothing 
else has been accomplished, the elec- 
trical equipment manufacturers and 
utilities are keeping well abreast of the 
tradition of American independence of 
action, while co-operating whole- 
heartedly to give the world a highly 
scientific, most economical, and practi- 
cal means of improving our way of 
life? 


AS to being afraid of peace—have 
you found any inkling of this in 
the examples of peaceful optimism 
quoted to make you ashamed of us? 

Probably Keith Funston, president 
of the New York Stock Exchange, 
gauged our feelings precisely, when he 
said, “My conviction is that the ma- 
jority of Americans are too intelligent 
and well-informed to permit even the 
most skillful propagandist to beguile 
them into believing that American 
business is so bent on self-destruction 
that it prefers war to peace!” 

Does this convince you, sir, the heri- 
tage of your key is in excellent hands? 
It is! 
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Edison—Most Useful American 


The record of inventions and mechanical discoveries 

which had been compiled by Thomas A. Edison dur- 

ing his long and useful life, must be one to make the 
genius-hungry Russians fret with envy. 


By HENRY F. UNGER* 


[ was a long series of head noddings 


and deep sighs that greeted 20- 

year-old Thomas A. Edison as he 
trudged bedraggled and _ penniless 
down the main street of Port Huron, 
Michigan, in 1867. When he left the 
tiny town for adventure in other parts 
of the country, the stigma of the 
“town’s no good” was uncomfortably 
his. And now like the prodigal son, re- 
turning to his father for help, the gos- 
sipers were convinced that nothing 
good would come from Port Huron’s 
dreamer. 

With the world in 1953 celebrating 
the seventy-fifth anniversary of 
Thomas Edison’s forward step of 
banding together a group of pioneers 
in 1878 to form a company to “invent 
an electric light,” the Port Huron 


*Professional writer, resident in 


Phoenix, Arizona. 


now 
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dreamer is still acclaimed the liberator 
of the world, the man who most of all 
inventors removed the shackles of 
drudgery and introduced a new civi- 
lization—the electric age. 


|. igeeoeny Edison, an electric house bell 
was a kind of miracle; gas or 
kerosene lighted cities and homes; 
housewives slaved over hand-wrung 
baskets of washing; horses with tin- 
kling bells pulled small cars through 
the streets. And now? Lamps spring- 
ing into light or quenching themselves 
at the snapping of a switch; the certain 
patents involving the telephone con- 
necting the human voice into almost 
every part of the world, the phono- 
graph flipping records, pouring the 
voices of great artists into the home; 
the radio with the twist of the dial, 
catching music from the ether. 
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iy almost every corner of the home, 
the genius of Edison leaves its im- 
print. Without the inventor’s unceas- 
ing labors, the housewife of today 
couldn’t-hurry through the ironing 
with an electric iron and mangle, wash- 
ing clothes would still be a many hours’ 
process. Every electrical gadget, the 
sweeper, the toaster, the egg beater and 
whipper, would probably not exist. 
Without Edison, the movies and your 
transportation of automobile and 
streetcar might still be potential future 
items. 

Edison, deceased since October 18, 
1931, perhaps contributed more to the 
peace and progress of civilization than 
any man before him and to this time. 
For fifty years, the titan of the heroic 
age of invention produced a new idea 
every two weeks. And yet he scoffed 
at the mention of genius when applied 
to him. “Genius,” he would say, “is one 
per cent inspiration, and 99 per cent 
perspiration. Time, though, is the most 
precious of possessions.” 

When the inventor of the century 
began his work, electricity was not yet 
the servant of industry and it would 
be absurd to attribute all the wonders 
of this electrical age to him or to credit 
him alone with the quickening of our 
industrial and domestic life. Yet the 
fact remains that he was the first to 
apply electric energy on a large indus- 
trial scale and so to fire the imagina- 
tion of the world. His over 1,300 in- 
ventions, above all his creation of the 
central station, accelerated the tempo 
of domestic and industrial life. 
Whether for better or for worse, we 
crowd more into our waking hours be- 
cause he made electric energy speed 
where it was wanted, 

Even when but fifteen years old, 
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Edison lost his first good job when he 
attempted some experiments aboard 
a railway car, causing a mild explosion. 
But it was his eagerness to help others 
which launched him on the road to in- 
ventive success. Risking his life, he 
saved the life of a Mount Clemens, 
Michigan, telegrapher’s son. As a re- 
ward, Edison was soon learning the 
principles of telegraphy from the ap- 
preciative father. 

Wandering feet soon had ambitious 
Edison in Memphis. It was shortly 
after the end of the Civil War. Just 
twenty years old, Edison was disgusted 
with the operations of the telegraph 
line where he worked. An undeveloped 
system sending messages from New 
York to New Orleans had to be relayed 
at Memphis because of the sluggish na- 
ture of the calls at the southern point. 
Bored with this relaying of messages, 
Edison perfected an automatic relay 
to renew the impulses on to the next 
point. Foolishly and typical of the non- 
businessman, the young inventor do- 
nated the idea to the company. In a few 
weeks, caught jigging in the office, 
Edison was fired. 


Ge" there began the trek home- 
ward to Port Huron. Born in 
Milan, Ohio, on February 11, 1847, the 
son Tom had migrated with the family 
to Port Huron a few years after his 
birth. But the small town couldn’t hold 
adventurous Tom. He headed for Bos- 
ton, where he soon won the reputation 
for one of the “cleanest hands” in the 
telegraphy business. 

Convinced that he could invent, 
Edison, whose basic inventions rep- 
resent five times all the money in 
circulation, set up a small workshop 
in the Bean City. Quickly, he had a 
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yote-recording machine invented. For 
it he procured his first patent in 1869. 
Proudly he saw several Congressmen. 
All were amazed at the invention, but 
likewise all frowned on it for they 
claimed it would prevent filibustering 
in Congress. Upset, Edison determined 
“never to work upon any invention un- 
less beforehand I satisfied myself 
beyond doubt that it would be useful 
in the field for which it was intended.” 

Luck was with the young Edison 
when he happened to be in the operat- 
ing room of the Gold & Stock Tele- 
graph Company of New York seeking 
employment. Suddenly, the circuit, 
over which fluctuations in gold prices 
were sent to several hundred brokers’ 
offices, broke down. Edison volun- 
teered to “chase” the trouble, rectified 
it, and immediately was hired as super- 
intendent at $300 a month. 

Sparked by the new job, young Edi- 
son rolled up his sleeves and promptly 
brought out a stream of new inven- 
tions. In less than a year he had earned 
$40,000 from his work. A manufac- 
turing plant was opened in Newark, 
New Jersey, to fulfill a contract with 
the Western Union. For six years, the 
factory ground out tickers while in- 
ventor Edison plunged into the busi- 
ness of perfecting many telegraphic 
inventions, including the automatic, 
duplex, quadruplex, and multiplex sys- 
tems. 


| greed sleeping and only then on a 
desk top, Edison worked like the 
dynamo which he was to invent. 
Through his quadruplex system you 
can dispatch your telegrams with fa- 
cility and great speed. There is no 
waiting occasioned by a single line 
sending. In quick succession, the genius 
of the century unfolded his inventions. 
Weary of repetitious writing of mes- 
sages, Edison in his “spare” moments 
invented the mimeograph, known to- 
day by the same name which Edison 
gave it. It was typical of Edison to 
invent a gadget when no such item ex- 
isted or was difficult to find. 

And yet the “Wizard of Menlo 
Park” trembled and hesitated when he 
submitted an invention for approval to 
a manufacturer. On one occasion when 
afraid to blurt out a $1,000 price for 
an invention, he was left reeling when 
the company offered him $40,000 for 
the same invention. 

At first, he did not even keep books. 
“When I bought a bill of goods,” he 
explained, “I paid cash or gave a 
promissory note. When the note be- 
came due, I received the usual notice. 
Then I dropped all work and hustled 
around to raise the money. This did 
away with all the humbuggery of 
bookkeeping.” 

Sometimes this carelessness worked 
to his advantage. To an English in- 
quiry at what price he would sell one 
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of his inventions, Edison cabled, “Will 
take 40,000.”" He received a check for 
40,000 pounds instead of the dollars 
that he had in mind. 


was the move to unknown Menlo 
Park in New Jersey that launched 
Edison on his most prolific period of 
inventing. Dropping on a humdrum 
world like a bombshell, Edison’s most 
original invention—the phonograph— 
caught everyone unawares, including 
his own trusted workers. 

Like some freak of chance in 1877, 
the hum of the telegraph machine and 
the movements of a paper wood saw- 
yer crossed each other in Edison’s 
thoughts. He had been working on the 
idea of transmitting telegraph signals 
from a whirling disc on which a stylus, 
worked by an electromagnet, embossed 
pricks corresponding to telegraphic 
dots and dashes. He happened to notice 
one day that when the embossed disc 
was whirled at high speed with the 
stylus pressing on it a musical hum 
was given off. 

Overnight, Edison stood in the front 
row of the world’s eminent inventors. 
No man had tried to record in a man- 
ner to permit reproduction, the sounds 
of the human voice. In just thirty 
hours, Edison conceived a machine for 
recording and reproducing voice and 
made three rough sketches of various 
parts of it. He turned them over to 
John Kruesi, one of his most valued 
workmen, and asked him to prepare 
the machine as soon as possible. With- 
out sleeping the worker finished the 
machine, consisting primarily of a 
cylindrical drum, cut with a spiral 
groove and mounted on a screw-thread 
axle with a crank and at the side a 
small metal cylinder with a stylus point 
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at the end toward the drum and dia- 
phragm at the outer end. Even his 
trusted worker laughed at the idea. 


|” ren covered the drum carefully 
with tin foil, adjusted the stylus 
point so it just touched the tin foil sur- 
face, and then turning the crank mov- 
ing the drum, recited loudly into the 
diaphragm. Teacher and student, both 
extremely exhausted, stood over the 
machine. Edison stooped over the con- 
traption, shouting at the top of his 
lungs, “Mary had a little lamb, its 
fleece was white as snow.” Even Edi- 
son felt a little foolish. There was no 
reason for such a gadget to work. 

He reversed the tin foil cylinder, 
placed the stylus point on it again, and 
started turning the crank once more. 
The stylus point scratched and rasped 
on the tin foil, but back through the 
diaphragm, every intonation clear, the 
voice of Edison, perfectly recogniz- 
able, came every syllable of the rhyme. 
An awed silence fell in the workshop! 
Here was an invention that required 
no weeks of work to perfect before it 
could be demonstrated, and required 
no specially trained audience to be ap- 
preciated. 

Even Edison, excited at the discov- 
ery, rushed the contraption to the of- 
fices of the Scientific American maga- 
zine. The world was taken by storm. 
President Hayes demanded that Edi- 
son bring his gadget to the White 
House, where it was played over and 
over. 

Even in his hour of triumph, Edi- 
son was opposed by a Bishop Vin- 
cent, founder of the Chautauqua move- 
ment, who was one of those who 
“knew” that reproduction of the hu- 
man voice was impossible and that the 
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Edison’s Place in the Electric Picture 


¢ oe the inventor of the century began his work, electricity was 

not yet the servant of industry and it would be absurd to at- 
tribute all the wonders of this electrical age to him or to credit him alone 
with the quickening of our industrial and domestic life. Yet the fact 
remains that he was the first to apply electric energy on a large industrial 
scale and so to fire the imagination of the world. His over 1,300 inven- 
tions, above all his creation of the central station, accelerated the tempo 

of domestic and industrial life.” 





phonograph was a fake. He demanded 
a test. 


we covered the cylinder with 
fresh tin foil and the bishop re- 
cited haphazardly, a long list of ob- 
scure biblical names. When the phono- 
graph recited them right back to him 
he was convinced. To the inventor, al- 
ways eager to aid mankind, the inven- 
tion would be used for letter writing 
by dictation, without the presence of a 
stenographer, for phonographic books 
for the blind, for teaching elocution, 
and for reproduction of music, The 
last use, however, he assumed to be 
only for exhibition in concert halls and 
on the stage; the notion of a phono- 
graph in the home was too much for the 
1878 mind. Although Edison made 
millions on this invention, he hardly 
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realized then that today over 100,000,- 
000 records would be sold yearly in 
the United States, that over 400,000 
coin phonographs would be in opera- 
tion in commercial spots, and that as a 
result of the phonograph at least a bil- 
lion dollars would be spent yearly on 
artistic and commercial musical enter- 
prises. Into the home are brought the 
artists of the age via the record. 

With interest in the phonograph 
discovery subsiding, Edison began to 
putter. Perhaps he realized dimly that 
he was ripe for another tremendous 
world-shaking invention. He had, just 
before the phonograph was invented, 
done a little work with electric lights, 
but his interest was not aroused. 


DISON and several scientist friends 
happened about this time to go to 
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Ansonia, Connecticut, where experi- 
mentation with arc lights was centered. 
Arc lights already were in use for 
street lighting, but had no value except 
where powerful light was required. 
The light could not be “subdivided.” 
The vivid blue arc between two points 
of carbon was blinding in its intensity. 

“I made up my mind,” wrote Edi- 
son, “that the problem of the subdivi- 
sion of the electric current could be 
solved and made commercial.” 

Edison made up his mind and today 
the housewife can go to her refrig- 
erator for food, she can turn on her 
electric fan in torrid summer months, 
she can apply the electric heating pad 
and a hundred other things connected 
with electricity. 

It was a strange world before Edi- 
son evoked his spark. American cities 
at night were dark and rather dismal 
places before the perfecting of Edi- 
son’s lamp. Edison himself started 
from the principle of igniting carbon, 
but was soon convinced that incandes- 
cence alone would lead to a workable 
indoor light. 

It became apparent to Edison that 
his indoor electric light need have only 
a small radiating surface instead of 
the larger surface that inventors had 
tried to illumine. But his light must 
have high resistance to wear and de- 
struction. Moreover it had to be a light 
that anyone could turn on or off at will, 
without regard to other lights burning 
in the same or adjoining rooms. 


| gate sag followed experiment 
without success. Sleep and food 
were something not to be bothered 
with for Edison. By April, 1879, he 
had devised a means whereby platinum 
wire, that melted in the open air when 
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it gave a volume of light equal to four 
candles, would glow in a glass globe 
and generate the light of 25 candles, 
But platinum, iridium, and other sub- 
stances were found unworkable by rea- 
son of cost and other causes. Desper- 
ately, Edison searched for other ma- 
terials. One day, the inventor fell upon 
a piece of ordinary sewing thread. Edi- 
son looked at it sharply, wound the tiny 
filament between his fingers, and 
thought swiftly. The bit of cotton 
thread was introduced into a globe and 
carbonized and burned for forty hours. 

The electric lamp was born on Oc- 
tober 21, 1879. But this was not the end 
of the road. The cotton thread lacked 
the strength for resistance to intense 
heat. Another research got under 
way, and chance again intervened. Edi- 
son, fanning himself one hot day in 
1880, observed the tough strip of bam- 
boo running around the fan. Quickly, 
it was cut into strips and introduced 
into lamps. It gave an excellent light 
and showed the much desired resist- 
ance to heat. 


M*** considered the lamp was the 
work of the devil. Arc and gas- 
light companies opposed Edison by 
every means. But mechanical difficul- 
ties were more serious. In order to ap- 
ply the principle of his lamp on any- 
thing like an adequate scale Edison 
needed a better dynamo and so Edison 
designed another. In the fall of 1882, 
the first plant distributing electric cur- 
rent for private use was completed on 
the lower east side of New York, the 
present Pearl street station of Consoli- 
dated Edison Company. Edison’s elec- 
tric bulb provided a starting point 
for the greatest activities of the mod- 
ern world. Edison designed every- 
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thing, tested everything, superintended 
everything. He invented not only a dy- 
namo, but a distribution system, with 
underground conductors, junction 
boxes, plugs, sockets, fixtures, fuses 
that would automatically blow out 
when the current surpassed a critical 
voltage, and meters to measure the cur- 
rent consumed. Edison invented not 
only a light, but invented, single- 
handed, a whole public utility. It was a 
far more enslaving of electricity in the 
service of man than anything that had 
gone before. 


T is more difficult to fix Edison’s re- 
lation to the motion picture. There 
were crude machines which did for the 
eye what the phonograph did for the 
ear while he was still a boy. Yet he 
was the first to apply the film in mo- 
tion-picture photography and to feed 
the film through camera and projector, 
not continuously, but step by step. It 
never occurred to him that a few hun- 
dred feet of celluloid could mold the 
thinking and behavior of half the 
earth’s population. 

Few men were so unsentimental and 
cared less for dress and outward show. 
Edison probably never wore evening 
clothes more than once a year after he 
became famous. Collarless and un- 
shaven, his clothes stained with chemi- 
cals and grease, his trousers baggy, he 
looked like a common laborer. Even 
when success came and his workers 
celebrated, Edison continued to work 
on. The ardent leader of a devoted 
band of workers, his decisions were 
never questioned. 

One of his former assistants, Major 
William J. Hammer, had spent years 
collecting electric lamps which would 


trace a history of electric incandescent 
illumination. The collection was a la- 
bor of love. There were scores of lamps 
which preceded Edison’s—all failures. 
In the middle was the historic first Edi- 
son lamp itself. The collection was ac- 
quired by the American Institute of 
Electrical Engineers, which decided 
that it must be ceremoniously unveiled 
like the monument that it was. Edison 
was invited. He sent his wife to repre- 
sent him. He was rebuked for his lack 
of interest. He quickly replied, “That’s 
a fine lot of lamps. But it belongs to the 
past. I’m through with the past. 


gene a formal education, it being 
recorded that he only attended 
school for two months, Edison filled 
the gap with an intense and tireless 
perusal of scientific journals, patents, 
books, decisions in technical causes, and 
always he read to avoid useless repeti- 
tion of old experiments. “I start where 
the last men left off,” he once said. 

Empiricist that he was, he shrank 
from no amount of labor. Sometimes 
his judgment was wrong, but usually 
the Edison guesswork and intuition 
solved problems which engineers 
mulled over for weeks. 

Like a galaxy of wonders, Thomas 
A. Edison’s inventions, too numerous 
to discuss in one short article, still aid 
humanity. As the inventor once mod- 
estly said, “Say, I have been mixed up 
in a whole lot of things, haven’t I?” 

Without the genius of Thomas A. 
Edison, the world and especially the 
home would be in a sorry condition. 
For a moment, eliminate the wizard’s 
inventions, recall the bleakness of pre- 
Edison days, and then realize the true 
caliber of the inventor’s genius. 
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Eyes on Washington 


te Edison Electric Institute, hold- 
ing its twenty-first annual conven- 
tion in Atlantic City, New Jersey, this 
week, will hear a good many overtones 
from Washington, D, C. One would have 
to go all the way back to the hectic Senate 
debate on the Walsh resolution (to in- 
vestigate utilities) in 1927, or the con- 
gressional controversy over the Holding 
Company Act in 1935, to find a compara- 
ble amount of preoccupation by govern- 
ment with the electric power business. 

Within a single fortnight, the Secre- 
tary of Interior had backed away from 
the Hell’s Canyon dam, the Federal 
Power Commission had received an ex- 
aminer’s report recommending a license 
to New York state for the St. Lawrence 
power development, the Assistant Secre- 
tary of Interior, Fred Aandahl, had re- 
ceived several plans for interpreting the 
“preference clause” in the sale of Federal 
power. 

Meanwhile, over on the other end of 
Pennsylvania avenue the Senate Appro- 
priations Committee was listening to 
arguments for and against the economy 
cut taken by the House of Representa- 
tives in the continuing fund of the South- 
western Power Administration. Then, 
there were the all-star 2-day hearings con- 
ducted by an unprecedented joint Senate 
and House Public Works Committee ses- 
sion on the Capehart-Miller Bill (to 
authorize! a group of business-managed 
electric companies to develop the Niagara 
hydroelectric capacity). And the House 
Interior Affairs Subcommittee favorably 
reported a bill (HR 4551) by its chair- 
man, Representative Poulson (Republi- 
can, California), to amend the Reclama- 
tion Act by abolishing the Secretary of 
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Interior’s power to authorize reclamation 
projects. 


pe by way of getting the states in the 
act, there was also the recent visit of 
Governor Warren (in connection with 
the governors’ conference at the White 
House) to see the Interior Department 
about buying the Federal government’s 
$400,000,000 Central valley reclamation 
project for the state of California. Warren 
came to do his “shopping” armed with 
authority of the California legislature, 
which appropriated a modest down pay- 
ment. But the forthcoming deal, if there 
is to be one, is still very much in the 
bargaining stage. 

Of course, all this furor over the elec- 
tric power business in Washington these 
days is being conducted in an entirely 
different climate when compared with 
the old antiutility commotion of eighteen 
to twenty-five years ago. At that time, 
the utilities were on the receiving end of 
bitter blasts from Congressmen and other 
high government officials, who were out 
to make political capital of their discom- 
fort. 

But the reforms then being agitated 
have since become law and the utilities 
have served their time in the doghouse 
of public opinion. Today, it is the Federal 
power monopoly, built up during the 
New Deal and Fair Deal, plus real alarm 
over the steady growth of Federal 
Socialism in the electric industry, which 
place the government on the receiving 
end of an entirely different kind of reform 
movement. 


Whither the Preference Clause? 


ROBABLY the most significant of all 
these very important developments 
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which are happening at the same time 
in Washington, D. C., is the one receiv- 
ing the least general attention. That is 
because it does not involve the authoriza- 
tion of any big, new project or the altera- 
tion of plans for any project already 
authorized. It is simply the interpreta- 
tion of a few words to be found in about 
a dozen Federal statutes dealing with the 
sale of power from Federal dams or elec- 
tric plants built on Federal lands. 

It is the so-called “preference clause,” 
which generally requires that such power 
shall be sold on a priority basis to govern- 
ment agencies and co-operatives in pref- 
erence to the privately owned electric 
companies or other private industry. The 
electric utilities have long been complain- 
ing about the preference clause as being 
an unfair discrimination against about 
90 per cent of the electric customers of 
the United States, who are willing or 
prefer to be served by tax-paying 
business-managed electric utility com- 
panies instead of government or co- 
operatives in business. 


y addition to that, the preference 


clause, beginning with the late Secre- 
tary of Interior Ickes and culminating 
with former Secretary of Interior Chap- 
man, has been tortured beyond recogni- 
tion to mean a virtual mandate to the 
Federal government to spread public 
ownership in the electric business when- 
ever and wherever it can do so. There 
are three possible interpretations of the 
preference clause: 

1. The most conservative view would 
be that it is simply a priority for a public 
agency to buy Federal power in competi- 
tion with private companies seeking to 
buy the same—all other things being 
equal. 

2. The extreme leftish view of Secre- 
tary Chapman, as seen in the recent 
Georgia Power Company purchase nego- 
tiations, holds that the Federal govern- 
ment is under a statutory mandate, not 
only to prefer such “preference custom- 
ers,” but to seek out such customers far 
and wide, and to build Federal lines to 
serve them, even to the exclusion of 
alternative private line facilities which 
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could be employed to bring the power to 
them. 

3. A  middle-of-the-road interpreta- 
tion, now being urged, goes something 
like this: Where a publicly owned dis- 
tributing utility, or co-operative, agrees 
to buy for resale a supply of power pur- 
chased from a Federal dam by a private 
utility company, under terms protecting 
the former’s preferential rights in about 
the same manner and to about the same 
extent as if it were served directly by 
the Federal government, that would be 
regarded as “reasonable and in substan- 
tial compliance” with the preference 
clause. 


ARLY in the year, when the Eisen- 
hower administration first came to 
town, the electric utilities were clamor- 
ing over the injustice of the preference 
clause. But there have developed two 
schools of thought as to what to do about 
it. The first wanted a forthright ap- 
proach, which would mean amending 
the clause in every Federal statute where 
it can be found, including the TVA Act, 
the Flood Control Act of 1944, and the 
Bonneville, REA, and other public power 
project legislation. 

While this might be done by a general 
amendatory statute, the practical objec- 
tion was raised that it would mean a 
dingdong battle in Congress with the 
supporters of all of these projects. The 
resulting political uproar might prove to 
be bad medicine not only for the indus- 
try’s now restored good public relations, 
but also for a young Republican adminis- 
tration which would have to underwrite 
such a controversial program. 

So, the alternative suggestion was 
made that if the preference clause could 
be “interpreted” by one Secretary of In- 
terior by such absurd extremes as the 
view taken by ex-Secretary Chapman, it 
could be “reinterpreted” by another 
Secretary of Interior along more plaus- 
ible and reasonable lines, with due regard 
for the original intent of Congress. 

The tortured interpretation of the 
former Secretary was buttressed by some 
equally forthright and well-slanted case 
law. The most noteworthy was Ickes v. 
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San Francisco (1940) 34 PUR NS 81, 
which involved the old Raker Act (1913) 
governing the sale of power from Hetch 
Hetchy dam. This was, strictly speak- 
ing, not a preference clause for the sale 
of power from a Federal dam. But the 
resulting opinion by Justice Black on 
the intent of Congress (in outlawing the 
sale of power by a city from a Federal 
grant of property to a private utility) 
makes the task of those who seek to 
rationalize the preference clause quite 
difficult. 

The key to such a proposal, if finally 
accepted by the Secretary of Interior, 
would write in the agreement between 
the parties, both public and private. Once 
a pattern has been laid and crystallized 
by repetition and satisfactory perform- 
ance, it may be possible to avoid the 
separate battles in Congress to amend 
the various Federal marketing laws. Still 
later, such laws might be amended or 
brought into line with prevailing practice 
—without serious controversy, 


any event, that is the proposition 


which was laid before Assistant Sec- 
retary Aandahl by representatives of 
twelve electric utility companies operat- 
ing in a 3-state area. They proposed a 
30-year agreement for marketing power 
at Federal dams and reservoirs in Mis- 
souri, Arkansas, and Louisiana. The 
proposal of the companies would be the 
basis of further negotiations with the 
Southwestern Power Administration. 
The private companies’ proposal featured 
the following points: 

1. The companies would purchase all 
hydroelectric power generated at multi- 
purpose projects in the production 
area of SWPA, except for government 
needs or prime contract commitments ; 
(2) purchase rates would be fixed by the 
Federal Power Commission; (3) “pre- 
ferred customers” would be sold amounts 
of electric energy equal to 100 per cent 
of the firm power purchased by the com- 
panies, to be made available to co-ops 
and municipalities on a pro rata basis 
(sales to preference customers would be 
at the same price the companies pay the 
government for the equivalent amount of 
JUNE 4, 1953 


firm power at the dams, plus wheeling 
charges) ; (4) power required by rural 
distribution co-ops, in addition to 
amounts available to them from the goy- 
ernment, will be supplied by one of the 
companies at its cost of production and 
transmission. Such additional energy re- 
quired would be paid for at the regular 
company rates. 


: The Niagara Hearings 


7S 2-day joint hearings by Senate 
and House Public Works commit- 
tees on the Capehart-Miller Bill for pub- 
lic utility company development of power 
on the Niagara river brought forth some 
big names in addition to congressional 
sponsors. The list included Senator 
Bush (Republican, Connecticut) ; a rep- 
resentative of the Army Engineers ; Vice 
Chairman Wimberly of the FPC; Com- 
missioner McWhorter of the Interna- 
tional Joint Commission ; Assistant Sec- 
retary of Interior Aandahl; Earle Mac- 
hold, president of the Niagara Mohawk 
Power Corporation; representatives of 
both the CIO and AFL utility workers’ 
unions, both Federal and state; and rep- 
resentatives of interested chambers of 
commerce, 

The Capehart- Miller Bill is almost sure 
to pass the House but it faces a battle in 
the Senate. It provides (1) for protec- 
tion of the scenic beauty of the falls; 
(2) for issuance of an FPC license to 
the local utilities as the “applicant most 
able to promptly commence actual con- 
struction of the project . . .”; (3) for 
recapture by a U. S. agency or state 
agency designated by the government 
after 1971; (4) for preference in the 
distribution of power to defense agencies 
or industries contributing to the defense 
effort; (5) “equitable apportionment of 
the power produced among states within 
feasible transmission distance.” In his 
statement recommending passage of the 
bill, Chairman Dondero of the House 
committee said of the measure: “There 
is no giving away of water resources. The 
water resource at Niagara will be there 
in perpetuity for the benefit of the people 
of the United States regardless of the 
determination as to development . . .” 
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Exchange Calls 


And Gossip 


Pacific Tel. & Tel. Wins 
Rate Increase 


ACIFIC TELEPHONE & TELEGRAPH 

Company has been authorized by the 
Washington commission to increase its 
rates $1,754,000 a year—less than a third 
of the $5,650,000 annual boost sought by 
the company. The decision was one of the 
last in which Chairman Jerome K. Kuy- 
kendall took part before his appointment 
to the Federal Power Commission, and 
was based on the average net original 
cost of the company’s properties. The 
commission found that earnings ranging 
between 5.95 per cent and 6.1 per cent 
on Pacific’s total capital was sufficient to 
maintain its credit and financial stability 
and enable the company to raise requisite 
new capital. The commission contended 
that the increase sought by the company 
would have given a return of 7.7 per cent 
on its investment. This the commission 
rejected as excessive. 

Pacific’s vice president and general 
manager, George M. Dean, said the deci- 
sion goes “only part way toward recog- 
nizing the serious impact inflation has 
had on our ability to improve and expand 
service the way our customers want us to 
improve and expand it.” Dean said the 
increase granted by the commission 
amounts to less than one cent a day per 
telephone. The company felt it had a good 
case for additional revenues averaging 
2} cents per day per telephone. 


¥ 


New Jersey Bell Seeks Rate 
Ruling Reversal 
Ee New Jersey Bell Telephone Com- 
pany has asked the state supreme 
court to reverse a public utilities commis- 
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sion decision of nearly two years ago 
which denied the company a $9,800,000 
rate increase. The company’s attorney 
told the court the commission’s decision 
was unlawful and unreasonable because 
it failed to give consideration to economic 
conditions or to consider cost of repro- 
duction under current conditions, and 
because the commission made unreason- 
able adjustments of expenses relating to 
the company’s intrastate operations. 
Special Deputy Attorney General Har- 
rison insisted the decision was “in accord 
with established legal principles and based 
upon substantial evidence properly con- 
sidered and evaluated.” The company 
filed its application for the rate increase 
in April, 1950, It proposed to gain 
$9,800,000 by increasing the basic coin- 
box rate from 5 to 10 cents, shortening 
the 5-minute call to three minutes, and 
increasing the monthly rate on business 
and residential telephones. This applica- 
tion was denied by the commission in 
August, 1951. At that time, the com- 
pany’s rate of return was set by the com- 
mission at 5.6 per cent. The company 
maintained its rate of return was only 
5.27 per cent and petitioned for a rehear- 
ing, claiming it needed $4,400,000 addi- 
tional revenue to meet increased taxes and 
expenses which had occurred since 1950. 
The commission denied the petition. 


* 


Utah Commission Denies 
Rehearing 

HE Mountain States Telephone & 

Telegraph Company’s request for a 
rehearing of an application for a rate in- 
crease for its Utah operations was denied 
by the Utah Public Service Commission. 
The commission had turned down the 
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company’s petition for higher rates that 
would have added $2,800,000 per year 
to revenues on the grounds that the total 
request was “unrealistic” and would put 
company earnings far above the 6 per 
cent rate base return, which the com- 
mission set as a standard. In denying 
the application for a rehearing, the com- 
mission said the action was “without 
prejudice” to the company if it wants to 
file a new application for rate boosts on 
what the commission called “a realistic 
and reasonable basis.” 

The company had stressed the decline 
in the purchasing power of the dollar 
since the end of World War II and the 
effect of the decline on investments. The 
commission held, however, that a sub- 
stantial part of the company’s present 
plant investment consists of dollars spent 
during the inflationary period. There is 
no evidence, the commission decision 
stated, “that American Company has been 
unable to attract equity capital, but the 
fact appears to be just opposite. .. . It 
is fair to conclude from the evidence that 
investors have discounted the effects of 
inflation and still consider American 
Company stock a good investment.” 

Evidence submitted by the company 
showed that it earned a 5.6 per cent re- 
turn on Utah operations on a net invest- 
ment rate base. The commission had 
previously held that a 6 per cent return 
was fair under existing conditions. It 
now holds that 5.6 per cent is a fair return 
and not confiscatory. 


* 


Stand-by M-77 in Preparation 


F Ngo my stand-by material controls 
order for the communications in- 
dustry is being prepared to take care of 
any emergency conditions which may 
arise after June 30th, when all controls 
become inactive. The provisions of the 
new NPA Order M-77, now being pre- 
pared by NPA Communications Equip- 
ment Division, could be invoked and put 
into effect at any time by whatever au- 
thority will have charge of material con- 
trols after June 30th. The principal 
provisions of the stand-by M-77 will 
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probably be similar to those now in effect, 
Some  self-authorization authority js 
likely to be contained in the new order, 
not only for small operators but also for 
large system company operators. 
Because of feeling with the Office of 
Defense Mobilization that “stand-by” 
orders ought to be more restrictive than 
the present liberalized “M” orders now 
in effect, there is the possibility that the 
new M-77 will contain more restrictive 
provisions revoking the present broad 
authority to self-authorize MRO mate- 
rials without regard to allotment. Small 
operators now have such authority under 
the present M-77. It has been suggested 
in preliminary discussions that limita- 
tions as to the dollar amount of projects 
subject to self-authorization be more re- 
stricted than at the present $25,000. 
NPA Communications Equipment Di- 
vision personnel has now been cut to 
four, but the division will continue to 
exist after June 30th. The term of the 
present director of the division, Clifford 
L. Newton of the Southern Bell Tele- 
phone & Telegraph, expires in June. 


* 


Rate Boosts Sought in 
New Mexico 


HE Mountain States Telephone & 

Telegraph Company has filed high- 
er rate schedules with the New Mexico 
State Corporation Commission designed 
to produce $1,741,000 per year. 

As in past hearings, the company will 
probably present two or more formulas 
upon which the rate base may be figured. 
Although no preference with respect to 
the type of rate base was mentioned in 
the company’s letter to the commission, 
it was pointed out that present construc- 
tion costs are higher than original costs 
and that “the fact that depreciation ac- 
cruals have been based on the original 


‘cost means that customers have not been 


bearing the full economic cost of service 
and have been undercharged.” This 
would indicate that the company is not 
satisfied with the original cost less de- 
preciation formula and would prefer the 
reproduction cost basis. 
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Financial News 
and Comment 


By OWEN ELY 


High Lights of 1952 Electric 
Utility Reports 


suRVEY of the 1952 reports to stock- 
holders of the electric utility com- 
panies reveals many items of general 
interest to the industry, which we sum- 
marize or quote under major headings 
as indicated. 

Economic Outlook—President Mul- 
lendore of Southern California Edison is 
noted for his conservative outlook with 
respect to politics and business condi- 
tions. In his annual report he states: 


... It is now becoming rather clear that 
economic activity is beginning to swing 
back toward restoration of balance in 
the long cycle of commercial, indus- 
trial, and agricultural expansion. Dur- 
ing the down swing in this cycle, the 
rate of growth of our business will, of 
course, decline. But plant additions 
and expansion necessarily involve un- 
dertakings and commitments for fu- 
ture expenditures for periods of two 
to four years. It is not unlikely, there- 
fore, that we are now entering a period 
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during which the volume of our busi- 
ness will be declining, while the plant 
additions begun in response to the pro- 
longed and hectic growth of demand in 
the “beneficent” stage of the inflation- 
ary period, are still under way. 


On April 15th the company announced 
that it was curtailing its 1952 finance 
program, and presumably its construc- 
tion budget. 

Expansion plans of the industry as a 
whole seem to call for a maximum con- 
struction program in 1953, with the pro- 
gram tapering off in later years, as indi- 
cated by the following estimated projec- 
tions based on a preliminary EEI survey: 


Capability Peak 
Scheduled Load 
Millions KW 


68 
73 
83 
92 
99 
107 


Percentage 


"ear 
Yea Reserve 


ROWTH Areas—When reference is 

made to utility “growth” areas, 
this is generally assumed to refer to 
Texas and other southeastern states, the 
Pacific coast area, and Long Island. The 
report of Arizona Public Service puts 
forward strong claims for adding Ari- 
zona to the list: 


Arizona continues to amaze statis- 
ticians and economists. With astound- 
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ing regularity, our Grand Canyon 
state is found at or very near the top 
of almost every index by which eco- 
nomic progress is measured. . . . Ari- 
zona, with a 13 per cent population 
increase since the 1950 census, is the 
fastest-growing state in the nation, In 
1951 Arizona ranked first in rate of 
income growth, with a 23 per cent 
gain over 1950—nearly double the na- 
tional average. 


Southern New Jersey is also sharing 
in the limelight accorded growth areas. 
Atlantic City Electric’s report states that 
the $285,000,000 Garden State Parkway 
(together with the New Jersey Turnpike 
and the Delaware Memorial Bridge) will 
give further impetus to southern New 
Jersey’s growth. “Industrial history is 
being made in the Delaware river valley 

. where there are more than 8,000 
manufacturing plants and over 5,000,000 
residents. Many of the ‘name’ corpora- 
tions of the United States are located in 
this area. Others are planning to move 
here and many of those already in the 
valley have expanded their facilities.” 

Houston Lighting & Power has long 
been a leading growth utility and its com- 
mon stock has been correspondingly 
popular. The company’s report gives re- 
cent growth percentages compared with 
the national figures: industrial sales in- 
creased 28 per cent compared with 6 per 
cent for the nation; revenues gained 16 
per cent versus 8 per cent; and net in- 
come was up 27 per cent versus 14 per 
cent. San Diego Gas & Electric claims 
that it serves the fastest-growing area 
in the U.S.A., with a population gain 
estimated at 15 per cent a year. 

Idaho Power’s report gives an inter- 
esting description of the economy of the 
Snake river valley, which the company 
believes affords “a firm foundation for 
continued growth.” Incidentally, the 
cover showing Jackson Lake among the 
Teton mountains should take a prize for 
scenic beauty. 


| grower Power Competition—The dis- 
cussion of public power projects and 
their threatened competition with private 
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utilities still receives a great deal of atten- 
tion in reports to stockholders. Niagara 
Mohawk Power’s report describes the 
proposed huge Niagara river power de- 
velopment and the St, Lawrence river 
power project; policy decisions with 
respect to these huge hydro develop- 
ments are expected over the near future 
at Washington. 

Under the previous administration 
the Southwestern Power Administration 
(SPA) was a “sore spot” in the rela- 
tions between public and private power. 
It is hoped that under the Eisenhower- 
McKay régime construction of Federal 
steam stand-by plants, competing trans- 
mission lines, and substation facilities can 
be avoided. The courts are also helping 
to check this trend. The subject is de- 
scribed in the reports of Central Louisi- 
ana Electric Company, Kansas City 
Power & Light, and Central & South 
West. 

Middle South Utilities’ report de- 
scribes the sharp local setback to public 
power last November when voters in 
Jackson county, Arkansas, defeated by 
a 4-to-1 vote the creation of a public 
utility district—the only one ever pro- 
posed in the South—which might have 
taken over all private utility properties 
in the county. It also describes the con- 
tract between its subsidiary, Arkansas 
Power & Light, Reynolds Metals, and 
the Federal government, by which both 
the private utility and the SPA will 
make power available to Reynolds’ alumi- 
num reduction plant, Thus private power 
will “firm up” the limited and intermit- 
tent hydro power available from SPA 
—an excellent solution. 

Kentucky Utilities’ report refers to the 
efforts of a co-op in its area to spend 
$28,000,000 to install a large generating 
plant and transmission lines, to supply 
18 rural co-ops; a local court has acted 
to prevent construction of the transmis- 
sion lines, which would parallel those of 
the utility. 


N the Southeast, South Carolina seems 
to have borne the brunt of public 
power competition. The first of the seven 
40,000-kilowatt units at the Clark Hill 
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Federal hydro project went into opera- 
tion in January, 1953, and two more are 
scheduled for operation later this year. 
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Also, the South Carolina Public Service 
Authority is building an 80,000-kilowatt 
steam plant to “firm up” its hydro plant. 
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A super co-op is building duplicate trans- 
mission lines, has taken over seven co- 
ops formerly served by South Carolina 
Electric & Gas, and expects to add nine 
others by the end of 1954. However, 
growth in the area is now so rapid that 
the company is probably not adversely 
affected by this loss of business, 

Out in the Middle West the Missouri 
valley program of the Federal govern- 
ment is posing many problems, although 
the idea of creating a huge “Missouri 
Valley Authority” may not develop fur- 
ther. The report of Northern States 
Power describes the four big Federal 
dams on the Missouri river in North 
and South Dakota which will have an 
ultimate combined capacity of some 
1,220,000 kilowatts. In Minnesota three 
private utilities and 20 rural co-ops have 
worked together to develop a plan for 
distributing this power when it is avail- 
able, although the Bureau of Reclama- 
tion already has built some high-voltage 
transmission lines over part of the area. 

The report of Interstate Power refers 
to the joint statement made by compa- 
nies in the Missouri valley basin in re- 
gard to generation and transmission of 
power from Federal hydro plants. The 
statement holds that interconnection be- 
tween the private and public plants would 
produce additional economies and that 
consumers should be given the benefit of 
such economies without discrimination. 


_ major Iowa utilities now pro- 
pose to establish a power pool of 
their systems within the state through 
a network of 161-kilovolt electric lines. 
Completion of the proposed grid around 
1956 should assure Iowa’s power supply 
for years to come, it is stated. Iowa Pub- 
lic Service also holds that the private 
utilities in the state should be permitted 
to contract for the new Federal power 
available to REA’s in 1954-55 so that 
their customers may share in the bene- 
fits. The company expects to lose about 
18,000-kilowatt load “at low wholesale 
rates (which, it hopes) will soon be re- 
placed with new business at higher retail 
rates.” 

Out in the Dakotas, private utilities 
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face readjustments because the first Fed- 
eral power from the Missouri river dam 
is scheduled for delivery in the fall of 
1953. 

Under these conditions, companies 
in the area, such as Northwestern Public 
Service and Otter Tail Power, are no 
longer anxious to supply power to the 
REA’s, since a super co-op is being 
formed to take MV power and serve all 
REA’s in eastern South Dakota. Black 
Hills Power & Light Company is nego- 
tiating with the Bureau of Reclamation 
an agreement for the purchase, exchange, 
and distribution of a block of river power. 

President Frank McLaughlin of Puget 
Sound Power & Light devotes a large 
part of his report to an interesting discus- 
sion of the efforts of PUD’s to purchase 
his property, the maze of litigation into 
which the company has been drawn in 
this connection, and the merger proposals 
of Washington Water Power. It now 
looks as though the merger may be con- 
summated and that this important utility 
will remain in private hands, 


Is connection with the public power 
issue, several reports mention the 
“preference clause”—the provision of the 
Federal law which gives preference to 
municipal plants, REA co-ops, etc., in 
their purchases of cheap power from Fed- 
eral hydro projects. Public Service Com- 
pany of Colorado describes the results as 
follows : 


Bureaucratic government agencies 
administering these provisions inter- 
pret them to mean that they are com- 
pelled to build transmission lines to 
effectuate delivery of this power at the 
same price as at the project bus bars. 
They also interpret these provisions to 
mean that with respect to any remain- 
ing power sold private companies, the 
right is reserved to withdraw such 
power when and as it is required by 
public agencies to meet future require- 
ments. .. . The final remedy lies in the 
repeal of these un-American discrimi- 
natory clauses. Pending such repeal, 
very substantial relief may be obtained 
by a revision of the arbitrary inter- 
pretations presently being placed on 
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these clauses by the Interior Depart- 
ment which mitigate against investor- 
owned utility companies and the cus- 
tomers they serve. 


RIVATE Hydro Construction—The 

Federal government has no monopoly 
on new hydro developments, however. 
The report of Pacific Power & Light 
describes the 108,000-kilowatt Yale proj- 
ect on the Lewis river, and Washington 
Water Power mentions the partial com- 
pletion of its 200,000-kilowatt Cabinet 
Gorge plant on the Clark Fork river in 
Idaho, The latter job will cost $46,000,- 
000 when completed, and is located in 
perhaps the most dangerous river gorge 
in North America—a narrow z-shaped 
canyon where the water flows 95 feet 
deep between vertical walls rising over 
350 feet. The report states: 


The company had been advised that 
to attempt to build the dam under such 
circumstances would be impossible in 
one short season between high water 
periods. The dam and power plant 
were built! ... The job went forward 
twenty-four hours a day through all 
kinds of weather to reach the goal of 
delivering new kilowatts to the power- 
hungry Northwest—in half the time 
and for half the cost estimated by a 
Federal agency. 


As the result of a recent decision of 
Interior Secretary McKay, the Federal 
government has withdrawn its opposi- 
tion to Idaho Power’s big project for 


constructing three dams on the Snake 
river, with an aggregate 900,000-kilo- 
watt capacity. Previously, Interior had 
itself planned to build one huge dam at 
Hell’s Canyon, and the issue was to have 
been aired before the Federal Power 
Commission. (See page 800.) 


ucE New Steam Plants to Serve 

AEC—Groups of private utility 
companies in the Middle West have aided 
in the fight against tax-exempt or sub- 
sidized government agencies taking over 
a large part of the job of furnishing power 
to new plants of the Atomic Energy 
Commission. Formerly, Federal hydro 
projects (TVA, Bonneville, etc.) have 
supplied much of the AEC requirements. 
Private utilities entered the picture when 
they were able to finance new companies 
on a very low-cost basis (with low equity 
ratios) and thus compete with steam 
power plants built by public agencies, 
despite the greater tax burden. We do 
not have space to describe Electric En- 
ergy, Inc., Ohio Valley Electric Corpo- 
ration, etc., but details are obtainable in 
the annual reports of participating utili- 
ties such as American Gas & Electric, 
Columbus & Southern Ohio Electric, 
Ohio Edison, Central Illinois Public 
Service, Cincinnati Gas & Electric, 
Louisville Gas & Electric, etc. 


Re Problems—Rate regulation still 
is one of the most important topics 
in the annual reports but it is difficult 
to summarize all the information, some 





U. S. Long-term Bonds—Taxable 
Utility Bonds—Aaa 


Baa 
Utility Preferred Stocks—High-grade ... 
Medium-grade . 
Utility Common Stocks 





CURRENT YIELD YARDSTICKS 


Latest available Moody indices are used for utility bonds and preferred stocks; 
Standard & Poor’s indices for government bonds and utility common stocks. 


1952 Range 
High Low 


2.78% 2.56% 
3.08 2.93 
3.11 2.99 
3.31 , 
3.58 

4.24 4 
4.71 ’ 
5.59 5.08 


1953 Range 
High Low 


3.06% 2.78% 
3.41 3.01 
3.49 3.07 
3.66 3.23 
3.77 3.50 
4.33 4.01 
4.73 4.43 
5.40 5.04 


Recent 
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of which is of local interest only. Utility 
companies which operate in states with 
no regulatory commissions are generally 
regarded as having few, if any, regula- 
tory troubles, but this is not always the 
case. Northwestern Public Service, for 
example, in the fall of 1951 filed a rate 
increase, but the city of Aberdeen would 
not accept the new rates and threatened 
to enact a new ordinance which would 
have cut revenues in the city about 10 
per cent ; eventually the matter was com- 
promised. On the other hand Cincinnati 
Gas & Electric, after some years of 
political problems with the municipality 
it serves, obtained an excellent electric 
rate ordinance which includes escalator 
clauses covering not only fuel but labor 
and tax costs (excepting EPT). 

A number of companies mention in 
their annual reports their efforts to ob- 
tain rate relief to take care of rising costs. 
For example, the Union Electric system 
is now seeking its first rate increase in 
thirty-four years ($6,400,000 annually) 
from the Missouri and Illinois commis- 
sions. 

Some companies are still encountering 
rate cuts, despite inflationary trends. 
Iowa-Illinois Gas & Electric in its re- 
port referred to the order of the Illinois 
commission effecting a $520,000 cut in 
revenues, which it has appealed to a state 
court on the ground that the unanimous 
opinion of the Illinois Supreme Court 
handed down in January in the Illinois 
Bell Telephone Case has established IIli- 
nois as a “fair value” state. The com- 
pany claims that with such a rate base 
it is entitled to an increase rather than 
a reduction in rates. Public Service Elec- 
tric & Gas again reduced its electric rates 
last April, presumably to satisfy the New 
Jersey commission. 


‘ta New England companies, in gen- 
eral, have a difficult job of convincing 
the state commissions in this area of 
their need for higher rates. However, 
after about three years’ effort, Public 
Service Company of New Hampshire 
obtained nearly all of its $2,250,000 rate 
increase. The report of Bangor Hydro 
Electric states “Currently under consid- 
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eration by the Maine legislature are bill; 
that would change Maine law by dis. 
carding the ‘fair value’ provision in the 
public utility statutes and in place thereoj 
provide that the commission shall operate 
under a ‘fair and reasonable’ statute.” 

Recurring droughts pose a severe 
earnings problem for hydro companies 
when rates are low or steam facilities are 
relatively high-cost. This is particularly 
the case in the Northwest. Mountain 
States Power describes the solution for 
these abnormal costs—a temporary 2) 
per cent surcharge added to customer; 
bills in the state of Oregon, allowed for 
various utilities by the state commission. 


M ERGERS—A number of mergers were 

made during the year, large utili- 
ties absorbing smaller ones—in general 
line, perhaps, with the intent of § 30 of 
the Public Utility Holding Company Act. 
For example, Carolina Power & Light 
absorbed Tide Water Power last March 
Ist and Pennsylvania Power & Light is 
currently merging Scranton Electric. 
New England Electric System, which at 
the end of 1952 had some 33 operating 
subsidiaries, is planning to merge nine 
gas, electric, and combination companies 
into two electric and two gas companies, 
and similar moves are planned for other 
system subsidiaries. 

Dividend Policy—A discussion of divi- 
dend policy is rarely to be found in an 
annual report, although it is doubtless 
the most interesting topic to stockholders. 
San Diego Gas & Electric perhaps felt 
it advisable to explain its low dividend 
pay-out (about 53 per cent compared 
with an average of 74 per cent). Its re- 
port points out that the rapid growth in 
its area is largely based on a defense 
economy, so that a peace régime might 
mean considerable readjustment. 

Public Relations Arizona Public 
Service Company is doing an outstand- 
ing public relations job. Its annual re- 
port states: 


The company enjoyed friendly rela- 
tions with people throughout the state, 
and at year’s end could measure re- 
sults by franchises sought and won by 
large majorities. .. . Last year 230,000 
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Arizonans were reached through 
films, talks, information pieces, and 
other media. . . . Most of this work is 
done on local levels with schools, 
churches, and civic groups. American 


awards for outstanding utility reports 
cover this phase. Hence our review is 
limited to a few special items of interest. 
Wisconsin Power & Light enclosed with 
its 1952 report a return post card, de- 
signed to obtain stockholders’ ideas as to 


Mar. 
Mar. 
Dec. 

Mar. 
Dec. 

Mar. 
Mar. 
Mar. 
Mar. 
Dec. 
Mar. 
Mar. 
Mar. 


JUNE 4, 1953 


Comes @ S.. We cnscecss 
Central Vermont P. S. .. 
Cincinnati G. & E. ...... 
Citizens Utilities 
Cleveland Elec. Illum. ... 
Colorado Cent. Power .. 
Columbus & S. O. E. .... 
Commonwealth Edison .. 
Community Pub. Ser. . 
Concord Electric 
Connecticut L. & P. .... 
Connecticut Power 
Consol. Edison 


lic 


d- 


Ss 
"i 


f°) 


atute,” Heritage Week in Arizona, originat- 
severe ed by the company four years ago, was_ which portions of the report interest 
panies observed on a scale never before at- them most, whether there should be more 
1€S are tained. or less reading matter, pictures, and 
ularly Georgia Power Company’s work in — also, pes yunty = are de- 
intain # community development, public relations,  G _ aren: Temes & - ga 
on for and customer services, described in de- ° meee — noone a nota d oad 
ry 00 tail in its report, is also of special in- its comprehensive and well-arranged ac- 
mers’ Hi teres counting statements, which include a 
erest. 
*d_ for cash flow statement. 
ssion, eons of Annual Reports — It For those interested in the history of 
would take a special article to the electric utility industry Con Edi- 
Wert @ analyze the technique of the annual re- son’s report presents interesting his- 
hee’ ports—the proportions of total space de- torical “high lights” of the past seventy 
= voted to text, tables, accounts, charts,and years. Edison is perhaps the only utility 
Hf pictures ; and the efficiency, completeness, to publish full details for tax payments, 
ate and reader appeal achieved by the var- as well as statistical data on number of 
a ious companies. The annual prize employees, average pay, etc. 
ht is = 
tric, 
“hat FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 
iting Share Earnings* 
th, 1952 5/13/53 Divi- Cur- Price- 
nine Rev. Price dend Current rent % In- 12 Mos. Earn.- 
nies (Mill.) About Rate Yield Period crease Ended Ratio 
nies, American Gas & Elec. ... 5.3% $2.45** 9% Mar. 12.7 
ther Arizona Public Service .. 53 1.22 51 Mar. 13.9 
Arkansas Mo. Power ... ‘ 5.8 2.03 Mar. 94 
ao Atlantic City Elec. ...... , 1.87 Mar. 13.9 
livi- Bangor Hydro-Elec F 2.02 Mar. 13.9 
| an Beverly G. & E. ; Dec. 15.2 
less Black Hills P. & . Jan. 108 
ers Boston Edison . Mar. 147 
an California Elec. Pr. ..... d Mar. 11.5 
felt Calif. Oregon Pr. ...... .60 Feb. 15.2 
end Corofies FP. &@ L. ........ .00# Mar. , 
red Cen. Hudson G. & E. ... 70 Mar. 13.6 
re- Central Ill. E. & G. ..... 1.60 Mar. 11.1 
‘ Central Ill. Light 2.20 Mar. 
nh Central Ill. P. S. ....... 1.20 Mar. 
nse Cent. Louisiana Elec. ... 1.00# Mar. 
ht Central Maine Power ... = Apr. 
1. 
84 
.00 
40; 
60 
12 
40 
80 
.00 


bat bt pet pet ND 
Bn AANSS SON 


Oe kn es | 
CO PRWOUHKADNUYN Biv 


me Ne 


=SESS8=aR 


_N 
Res 
LENT En SUD AD IED AD UD Ut DD VID OW OW tn 


DON OH DASWWOWWOWANDURONUAWAD 


Nd 


S 
O 
O 
S 
O 
O 
O 
B 
A 
O 
S 
S 
O 
S 
S 
O 
O 
S 
O 
S 
O 
S 
O 
S 
S 
A 
O 
O 
O 
S 





PUBLIC UTILITIES FORTNIGHTLY 


" 5/13/53 Divi- . Share Earnings* 
(Continued) Price dend Current % In- 12 Mos. 
About Rate t Period crease Ended 


Consol. Gas of Balt. .... 1.40 1.79 Dec. 
Consumers Power 2.57 Mar. 
Se Serer 2.67 Feb. 
Delaware P. & L. ...... 1.84 Mar. 
i’ 2 Serres 1.52 Dec. 
Detroit Edison 1.81 Mar. 
Duke Power Dec. 
Duquesne Light Mar. 
Eastern Utilities Assoc. . Mar. 
El Paso Electric Mar. 
Empire Dist. Elec. ...... Mar. 
Fitchburg G. & E. ...... Dec. 
Florida Power Corp. .... Mar. 
Florida P. & L. Mar. 
General Pub. Util. ...... Dec. 
Green Mt. Power Mar. 
Gulf States Util. ........ Mar. 
Hartford E. L. Mar. 
Haverhill Electric Dec. 
Houston L. & P. ........ Mar. 
Idaho Power Mar. 
Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 

Iowa Elec. L. & P. ..... 
Iowa-Ill. G. & E. ....... 
Iowa Power & Light ... 
Iowa Pub. Service 

Iowa Southern Util. ..... 
Kansas City P. & L. .... 
Kansas Gas & Elec. .... 
Kansas Pr. & Lt. ....... 
Kentucky Utilities ...... 
Lake Superior D. P. .... 
Lawrence G. & E. 

Long Island Lighting .. 
Louisville G. & E. ...... 
Lowell Elec. Lt. ........ 
Lynn G. & E 

Madison G. & 

Maine Public Service ... 
Michigan G. & E 

Middle South 

Minnesota P. & L. ...... 
Missouri Edison 
A eee 
Missouri Utilities 
Montana Power 

Mountain States Pr. .... 
New England Elec. ..... 
New England G. & E. .. 
New Orleans P. S. ...... 
Newport Electric 

N. Y. State E. & G. .... 
Niagara Mohawk Power. 
Northern Ind. P. S. ..... 
Northern States Pr. .... 
Northwestern P. S. ..... 
Ohio Edison 

Oklahoma G. & E. ...... 
Otter Tail Power 
ne |e 
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$/13/83 De ee Earnings* 
4 (Continued) 4 pels yw oom % In- 12 Mos. 
(Mill.) About Rate i Period crease Ended 
87 Penn. Power & Light ... 1.60 2.46 Mar. 
8 Penn. Water & Power .. 2.00 2.31 Dec. 
175 Philadelphia Elec. ....... 1.50 2.22 Mar. 
29 Portland Gen. Elec. 2.45 Mar. 
48 Potomac Elec. Power ... 1.36 Mar. 
52 Pub. Serv. of Colo. 2.38 Mar. 
Pub. Serv. E. & G. 2.02 Mar. 
Pub. Serv. of Ind. 2.46 Mar. 
Public Serv. of N. H. ... 2.08 Mar. 
Public Serv. of N. M. ... 83 Mar. 
Puget Sound P. & L. ... 1.50 Dec. 
Rochester G. & E. 3.42 Mar. 
Rockland L. & P. 67 Mar. 
St. Joseph L. & P. ...... 2.27 Mar. 
San Diego G.& E. ...... Mar. 
Scranton Electric Mar. 
Sierra Pacific Pr. Mar. 
So. Calif. Edison Mar. 
So. Carolina E. & G. .... Mar. 
Southern Colo. Pr. ...... Feb. 
Southern Company Mar. 
So. Indiana G. & E. Mar. 
Southern Utah Power .. Dec. 
Southwestern E. S. Feb. 
Southwestern P. S. 
Tampa Electric 
Texas Utilities 
Toledo Edison 
Tucson G.E.L.&P. 
Union Electric of Mo. .. 
United Illuminating 
Upper Peninsula Pr. .... 
Utah Power & Light ... 
Virginia E. & P. 
Washington Water Pr. .. 
West Penn Elec. 
West Penn Power 
Western Lt. & Tel. 
Western Mass. Cos. 
Wisconsin Elec. Pr. ..... 
Wisconsin P. & L. ...... 
Wisconsin Pub. Ser. ..... 
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173 S Amer. & For. Power ... 

Brazilian Trac. L.& P... 10 
Gatineau Power 21 
Mexican L. & P. 34 
Quebec Power 19 
Shawinigan Water & Pr. 38 
Winnipeg Electric 
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B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect 
to the offering. Percentage change is in the balance available for common stock. Tax savings 
resulting from accelerated amortization of defense facilities are excluded (when separately 
reported). ¢Estimated (rate irregular or includes extras). t{With exception of American & 
Foreign Power, these stocks are also listed in Canatla, and the Canadian prices are here used. 
(Curb prices are affected by exchange rates, etc.) **Based on average number of shares. a—Also 
a 3 per cent stock dividend, which is included in the yield. # Also occasional stock 
ividends 
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Congress Hears 5-company Proposal 
For Niagara Development 


IVE major electric companies of New 

York state have presented to Congress 
their plan for the development of addi- 
tional hydroelectric power at Niagara 
Falls. 

Earle J. Machold, president of Niagara 
Mohawk Power Corporation, appearing 
in behalf of the companies, told a joint 
hearing of the Senate and House Public 
Works committees that the companies are 
prepared to start work immediately on 
the new $400,000,000 power project if ap- 
proval is given legislation now before 
Congress. Machold said that private en- 
terprise, as represented by the five com- 
panies, is ready to complete a develop- 
ment in which it has pioneered for over 
fifty years and which it has been ready, 
able, and willing to complete for over 
thirty years. 

He appeared for Central Hudson Gas 
& Electric Corporation, Consolidated 
Edison Company of New York, Inc., 
New York State Electric & Gas Corpora- 
tion, Rochester Gas & Electric Corpora- 
tion, and his own company, Niagara 
Mohawk Power Corporation. 

He urged passage of the legislation 
introduced in the Senate under joint 
sponsorship of Senator Capehart (Re- 
publican, Indiana) and Senator Martin 
(Republican, Pennsylvania), chairman 
of the Senate Public Works Committee, 
and in the House by Representative 
Miller (Republican, New York) and 
Representative Dondero (Republican, 
Michigan), chairman of the House Pub- 
lic Works Committee. He said that the 
proposal of the five companies was 
squarely within the recently announced 
policy of the House Appropriations Com- 
mittee when it said that government 
should concern itself “only with those 
functions or activities which private en- 
terprise cannot or will not undertake.” 
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NDER the provisions of the bills, the 
Niagara development would pro- 
duce about 1,100,000 kilowatts of depend- 
able power, would be financed by private 
capital, would return some $23,000,000 
annually in Federal, state, and local taxes, 
and rates charged for the power would be 
regulated by the New York Public Serv- 
ice Commission and the Federal Power 
Commission. 

Basis for the legislation is a 1950 
treaty between the United States and 
Canada which authorizes the use of addi- 
tional water from the Niagara river for 
power-generation purposes. The 1950 
treaty replaces one ratified between the 
two countries in 1910. All the water here- 
tofore allowed to be diverted for power 
purposes has been developed by Niagara 
Mohawk under licenses issued by the 
Federal Power Commission, 

Principal points in the 5-company 
presentation to the committees were: 


1. The Niagara project is in “no 
sense a multiple-purpose project,” in- 
volving navigation, irrigation, reclama- 
tion, flood control, or other “traditional 
functions of government.” 

2. The scenic beauty of the falls of 
Niagara is to be preserved. In fact, 
proposed remedial works for which the 
companies offer to reimburse the gov- 
ernment for construction costs, would 
enhance the scenic aspects. 

3. The 5-company group is “ready, 
willing, and able” to undertake the pro- 
gram whose cost it is estimated would 
“approach $400,000,000.” Only the 
“legal authority which Congress can 
give us” is lacking before construction 
can start. 

4. Construction by the five compa- 
nies would not involve the use of any 
public funds, but would yield, instead, 
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WHAT OTHERS THINK 


upwards of $23,000,000 annually in 
taxes, in addition to the $170,000,000 
the five companies annually pay to local, 
state, and Federal governments. 

5. In hydroelectric developments 
investor-owned electric companies do 
not make money on the water itself. 
They make only a return on the capital 
which must be invested for the facilities 
to generate power and bring it to the 

le. 

6. In the fifty years of electric power 
generation at Niagara Falls, Niagara 
Mohawk has been the only company to 
develop power on the United States’ 
side of the Niagara river. No other 
agency or company in this country has 
had experience in power generation at 
Niagara. 

7. Government power development 
at Niagara is “wholly unjustified ; it 
would contribute nothing to the job 
which private enterprise has done and 
is continuing to do so well in rendering 
service to all of the people of the areas 
involved.” 


oo contending that the Niag- 


ara power development is in no 
sense a multiple-purpose project, stated 
to the committees that there is no need or 
excuse for government, Federal or state, 
to construct it. Pointing out that no tra- 
ditional functions of government are in- 
volved in the question, Machold said, 
“This is not a project in aid of naviga- 
tion, flood control, reclamation, irrigation, 
or sanitation. A government power proj- 
ect in Niagara Falls would not be a by- 
product of any hitherto recognized gov- 
ernment activity, but would place gov- 
ernment purely and simply in the power 
business.” 

In the past, he stated, government 
multiple-purpose projects had been estab- 
lished in areas where the power aspects 
have radically affected the economy of 
the area as a whole. This is not true in 
the case in New York state, he said, 
where the generating capacity of the five 
companies aggregated about 6,700,000 
kilowatts and where in 1952 they sold 
29 billion kilowatt hours. The proposed 
development, while representing an im- 
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portant addition to the power supply, is 
less than 17 per cent of the installed 
capacity of the five companies. 

Emphasizing that the scenic beauty of 
Niagara Falls would not be impaired, 
Machold told the committees that one of 
the objectives of the 1950 treaty was the 
preservation of the scenic beauty of the 
falls. The International Joint Commis- 
sion will supervise construction of any 
necessary remedial works to improve the 
scenic spectacle. Estimates of costs for 
this range from $2,000,000 to $17,000,- 
000, and Machold said the companies 
he represents are prepared to pay to the 
United States its share of the cost to 
insure the preservation of the scenic 
beauty. 


5 relationship between the Niagara 
and the St. Lawrence came in for 
clarification as Machold explained that 
the proposed Niagara power development 
has no relation whatsoever to the con- 
troversial multiple-purpose St. Lawrence 
seaway and power development. “The 
Niagara river flows into one end of Lake 
Ontario and the St. Lawrence flows out 
of the other. The Niagara and St. Law- 
rence power plants would be separated by 
some 250 miles and obviously will bear no 
physical, operational, engineering, or 
other relationship,” he said. 

Machold emphasized strongly that 
there is no need for adding to the public 
debt when the companies he represents 
are willing and able to finance the project 
and also pay some $23,000,000 annually 
in new Federal, state, and local taxes. 

Stating that it cannot be contended the 
government can construct or operate at 
less cost or more efficiently than private 
enterprise, Machold told the committees 
that a government power development at 
Niagara would add to the public debt 
and, except for relatively minute pay- 
ments in lieu of local taxes, would yield 
no revenue whatsoever for the support of 
local, state, or Federal governments at a 
time when legislators, particularly state 
and local, are searching for new sources 
of tax revenues to meet essential gov- 
ernmental needs. Under private enter- 
prise, he indicated that the development 
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would not only avoid any appropriation 
of public funds and any increase in the 
public debt, but would yield taxes aggre- 
gated at $23,000,000 annually: Federal 
taxes of over $9,000,000, state taxes of 
over $4,000,000, and local taxes of about 
$9,000,000. 

These taxes, according to Machold, 
would return to Federal, state, and 
local governments in seventeen years 
an amount equal to the entire cost of the 
development. 


—— to be developed would be dis- 
tributed throughout New York state 
through the five companies’ intercon- 
nected power systems, Machold told the 
committees. It would likewise be available 
under the proposed legislation to neigh- 


boring states within economic transmis- 
sion distance. Power would be made avail. 
able under directions from the Depart- 
ment of Defense for supplying govern- 
mental installations or to industries re- 
quiring power to produce material essen- 
tial to the national security. 

Stating that if the Capehart-Martin- 
Miller Bill and the Dondero Bill, which 
will permit the companies to undertake 
the power development, are enacted, sub- 
stantial savings will result in the cost of 
rendering service to the people. Machold 
said, “since we (the five companies) are 
regulated by the public service commis- 
sion and must operate on a strict cost 
of service basis, the Congress has assur- 
ance that all the redevelopment savings 
will inure to the public use and benefit.” 





Hell’s Canyon Decision Brings Varied Reaction 


ye age of Interior McKay’s deci- 
sion to abandon plans for Federal 
construction of Hell’s Canyon dam 
stirred wide comment in the press of the 
nation. With the exception of a few ex- 
treme proponents of public power devel- 
opment, the reaction was generally favor- 
able, though not always for the same 
reason. The press in the Northwest was 
inclined to approve the decision. The 
Oregonian (Portland) saw no cause for 
regional or national excitement over the 
decision, but thought Secretary McKay 
“could have made his position more clear 
had he brought to the fore the fact that 
Hell’s Canyon is not the only site in that 
section of the Snake river which can be 
developed for power, irrigation, subsidy, 
flood control, and downstream naviga- 
tional benefits.” 

The Oregonian had in mind a proposed 
Federal dam at Mountain Sheep, Idaho, 
60 miles below Hell’s Canyon, “A high 
dam at Mountain Sheep could utilize the 
flow of the Snake almost as efficiently 
as one at Hell’s Canyon,” The Oregonian 
editorialized. Let the Federal government 
build its multipurpose dam at Mountain 
Sheep, utilizing the waters of the Snake 
from that point and on down the river. 
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The private company could then utilize 
the remaining 700,000 kilowatts of power 
potential in the hundred miles of the river 
between Hell’s Canyon and Weiser. “It 
would have strengthened (McKay’s) 
position that public and private power 
generation can exist side by side in a re- 
gion and on a single river, and that the 
division of interests can be of highest 
benefit to the people,” The Oregonian 
said. 


HE Spokesman-Review (Spokane, 
Washington) called the decision 
“wise.” It was pointed out by the news- 
paper that the decision does not auto- 
matically kill the plan for Hell’s Canyon 
—it merely removes the Interior Depart- 
ment as an opponent to private develop- 
ment of the river. “. . . neither the (Rec- 
lamation) bureau nor the whole depart- 
ment had the legal right to intervene 
against the private power company’s case 
before the Federal Power Commission,” 
The Spokesman-Review said. 
Secretary McKay’s decision “recog- 
nized the right of the FPC to make an 
unbiased decision when the Idaho Power 
Case comes before it; recognized the 
validity of a recent Supreme Court deci- 
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WHAT OTHERS THINK 


on the basis of a new appraisal by the 
Geological Survey. The appraisal showed 
that 1,300,000 acres of new farm land can 
be brought into production in the next 
fifty years. ““What this means,” said the 
Post, “is that there just is not enough 
water in the Snake river to meet irriga- 
tion needs and the proposed power re- 
quirements to make the Federal dam eco- 
nomically feasible ; with the private dams, 
however, water for irrigation will be as- 
sured as a matter of prior right.” The 
Post thought McKay would have made a 


sion in the Roanoke Rapids Case, in which 
the Interior Department’s objections to 
construction of a private dam were over- 
ruled by the court.” The Spokesman- 
Review predicted proponents of Hell’s 
Canyon dam “will doubtless berate Mr. 
McKay for refusing to champion their 
cause. But Mr. McKay is a realist who 
knows that one of the decisions the voters 
of America made last November was the 
decision to curb the expanding powers 
of the Federal government and to give 
private enterprise a chance to assume its 
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responsibility for meeting the electric 
power needs of the nation.” In making his 
decision, The Spokesman-Review con- 
cluded, McKay has “served public notice 
that his department, under new manage- 
ment, is no longer attempting to socialize 
the power industry of the Northwest.” 


§ ie Washington (D. C.) Post, a 
staunch supporter of public power 
development, thought McKay had made 
the right decision but perhaps “for the 
wrong reasons.” The Post pointed out 
that “construction of the Hell’s Canyon 
dam along the lines proposed by the Inte- 
rior Department would have made im- 
possible the irrigation of thousands of 
acres of new farm land in western Idaho,” 


more compelling argument if he had used 
these facts, 

Representative Gracie Pfost (Demo- 
crat, Idaho), Senator Morse (Independ- 
ent, Oregon) ,and Oregon Grange Master 
Elmer McClure were all “shocked.” Mc- 
Clure warned that “If McKay’s statement 
projects the thinking and the policy of 
his department, certainly it bodes ill for 
the nation’s long-time program develop- 
ing our natural resources for the benefit 
of all.” Mrs. Pfost said it was hard to 
believe “Mr. McKay is willing to deprive 
the people of his own state of Oregon, of 
the Northwest, and the whole nation, of 
the full development of this great natural 
resource.” 

—F, M. 





Notes on Recent Publications 


THOSE interested in the magnificent and un- 
paralleled enigmas of today in the fields of 
politics, economics, commerce, and finance 
should read Louis B. Wehle’s Hidden Threads 
of History—Wilson through Roosevelt, just 
off the press. 

It is during the thirty-five years of war 
and topsy-turvy covered by this amazing vol- 
ume that one may discover the genesis of 
today’s blessings or blunders—depending upon 
which side of the street one prefers. 


Rarely has the public been privileged to 
join an active participant in a personally con- 
ducted tour through the labyrinth of cata- 
strophic melodramas that have punctuated the 
past three decades, or to read in type the 
intimate conversations and letters between 
men whose opinions have shaped the hopes, 
fears, and fortunes of a generation. 


Part I, “The First World War and Read- 


justment”; Part II, “Franklin D. Roosevelt’s 
Entrance on the National Scene”; Part III, 


“Roosevelt As President”; Part IV, “Postwar 
Reconstruction in Europe”; and Part V, 
“Retrospect and Prospect,” embrace 21 cap- 
tivating chapters, not the least interesting of 
which are those dealing with the Tennessee 
Valley Authority, and bringing to light much 
that has been clouded with partial obscurity, 
due either to pernicious planning or to pains- 
taking avoidance. For the first time, “hidden 
threads of history” are brought into the open. 

There is so much treasure in this 300-page 
volume, and it is so closely, yet easily put 
together, that one must be content with a 
brief introduction to its stimulating contents. 
If one might wish to meet and talk with the 
outstanding national and international figures 
of the past thirty-five years, let him come 
along with Mr. Wehle, on this delightful 
journey from “Wilson through Roosevelt.” 
Hidden Threads of History—Wilson through 
Roosevelt, by Louis B. Wehle. The MacMil- 
lan Company, New York, New York. 1953. 
Price, $4. 
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The March of 
Events 


In General 


Continued Appropriations 
Urged 


Fy of public and private power 
executives from the Pacific North- 
west recently urged continued appropria- 
tions for seven dams in the area and 
“earliest possible” development of addi- 
tional projects. 

C. A. Erdahl, chairman of the Pacific 
Northwest Utilities Conference Com- 
mittee, said the area last winter “suffered 
from a power shortage so severe as to 
result in substantial unemployment and 
loss of production.” 

He told a Senate Appropriations sub- 
committee the group backs early comple- 
tion of McNary, Chief Joseph, and The 
Dalles dams on the Columbia river ; and 
Albeni Falls dam in Idaho; and Detroit, 
Big Cliff, and Lookout Point reservoirs 
in Oregon. He said the group also is urg- 
ing that “planning and construction be 
initiated of such projects as will provide, 


at the earliest possible date, sizable 
amounts of upstream storage on the Co- 
lumbia river system, such as Glacier 
View and Libby” projects. 

He emphasized that private com- 
panies and local public power groups are 
also expanding production capacity, but 
pointed out the Federal government has 
pre-empted power sites on main streams. 

D. R. McClung of the Pacific Power & 
Light Company said the government has 
taken “predominant” place in power pro- 
duction in the area. If the government 
drops out now, he said, it “would create 
a disastrous situation.” 

Representatives of Mountain States 
Power Company, the Northwest Public 
Power Association, Portland General 
Electric Company, Puget Sound Power 
& Light Company, Seattle city light, 
Tacoma city light, and Washington 
Water Power Company also backed 
Erdahl’s statement. 


Indiana 


REA Co-op First to Pay Debt 


HE Henry County Rural Electric 
Membership Corporation of New 
Castle has become the first Rural Elec- 
trification Administration borrower to 
pay back its debt in full from farm elec- 


tric service, the U. S. Department of 
Agriculture announced recently. Final 
payment was made more than thirteen 
and a half years ahead of schedule. 

The co-operative was an early REA 
borrower. Its first REA loan of $92,000 
was approved in July, 1936. 


Louisiana 


Utility Regulation under Study 


AX informal 3-member state legislative 
committee is studying public utility 
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regulatory problems with a view to sub- 
mitting recommendations to the 1954 
session of the state legislature. 
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The question of whether the state’s 
present 3- member state public service 
commission is adequate to regulate mod- 
en utilities was raised at a meeting of 
the study group in Baton Rouge last 
month by one of its members, Repre- 
sentative Faulk. “My own thinking,” he 
aid, “is that they are not.” 

However, the other members of the 
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Rate Base Law Enacted 


OVERNOR Cross recently signed into 
G state law a bill broadening the fac- 
tors which may be considered by the 
state public utilities commission in de- 
termining “just and reasonable” rates 
for public utilities. 
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Two Named to Commission 
je posts on the 5-member state 
public service commission were 
filled last month by Governor Phil M. 
Donnelly with the reappointment of 
Chairman Tyre W. Burton (Democrat) 
and appointment of Frank Collier (Re- 
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House Kills Bill 


HE state house last month killed a 
bill which would have set up a spe- 







of @ cial attorney for the state public utilities 
lal commission. The bill was held to be un- 
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Electric Rates Increased 
yp state board of public utility com- 

missioners announced recently that 
it had granted an increase in rates to 
New Jersey Power & Light Company 
totaling $991,000 on an annual basis, The 
company had made application for an an- 
nual increase of $1,400,000. Bills ren- 
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New Hampshire 
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study group expressed belief that a 3- 
member commission was adequate. 

The committee authorized the research 
director of the state legislative council to 
make a study of the commission staff 
and compare it with similar staffs in oth- 
er southern states. A question had been 
raised as to whether the present staff was 
adequate and competent enough. 


Maine 


The new law permits the commission 
to take into consideration the original 
cost, current value, depreciation, and 
other factors connected with the utility’s 
property. It also gives the Maine Su- 
preme Court full power to review and_ 
amend or reject any commission decree. 


Missouri 


publican) as a new commission member. 

Collier, an attorney, succeeds Maurice 
N. Covert (Republican), whose term, 
with that of Burton, expired last April 
15th. Both appointments, subject to con- 
firmation by the state senate, are for 
6-year terms. 





necessary by the judiciary committee, 
especially in view of existing law which 
provides the commission with legal ad- 
vice when needed from the state attorney 
general’s 


office, 





New Jersey 


dered to customers on and after June Ist 
will reflect the new rate. 

In commenting on the board’s deci- 
sion, the company’s president stated that 
the increase would result in an improve- 
ment in the company’s earnings, although 
he was disappointed that the board did 
not allow the entire increase. 
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HE Massachusetts Department of 
Public Utilities considered new 
regulations filed by Boston Edison Com- 
pany which, in effect, declared that the 
company, as of six months after the ef- 
fective date of the schedules, would not 
furnish electric current of any descrip- 
tion for resale to tenants. The regulations 
were approved with minor modifications. 
The practices which brought about the 
proceeding commenced in the year 1912. 
At that time, in the city of Boston and 
the surrounding area there were about 
500 privately owned electric-generating 
plants. Some served factories and others 
furnished power to the tenants of a given 
building or to a group of buildings within 
a given city block, From these latter 
plants grew Edison’s troubles. It negoti- 
ated with the plant owners to abandon 
their generating facilities and in some 
cases arranged to sell electricity in bulk, 
knowing that the landlords in turn were 
planning to resell this current to their 
tenants. 

Because of the lower rate of large vol- 
ume purchases, the building owners, as 
middlemen, could make a large profit on 
resales to tenants at exactly the same rate 
that the tenants would have to pay Edison 
if they were metered by the company. 
The company’s activity between 1912 
and 1930 is described by the department 
in these words: 


Edison was successful in its efforts 
to buy out almost all of these competi- 
tors, or otherwise to persuade them to 
take its service and abandon the pri- 
vate generating stations, but it created 
a Frankenstein’s monster in the proc- 
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Progress of Regulation 


Regulations Limiting Resale of Electricity Approved 
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ess. In 1923, a survey by the com- 
pany disclosed 200 customers engaged 
in resale, At this time, the company 
looked upon the practice as a necessary 
evil. But about 1930, a new survey in- 
dicated that the practice was increasing 
to the point where it was beginning to 
have a detrimental effect upon Edison’s 
revenues. 


There was no limitation in Edison’s 
tariffs providing that electricity would 
not be furnished for resale until 1937, 
when a partial restriction was filed. The 
company’s official policy from 1930 to 
1948 was to discourage resale arrange- 
ments and to make such contracts only 
where they could not be avoided. 

In 1947 the company filed a regulation 
which stated that thereafter it would re- 
fuse to furnish current for resale to any- 
one except to the extent that it was doing 
so already. This regulation was rejected 
by the department with the ruling “that 
the use to which the current was to be 
put by the customer was not a proper 
basis for a rate classification in the ab- 
sence of any other distinguishing char- 
acteristics, and that the proposed rate 
schedule was improper.” 

The present regulations would pro- 
vide (1) for “series metering,” that is, a 
master meter measuring all current into 
a building and separate meters to meas- 
ure each tenant’s use, with the building 
owner’s bill being determined by a proc- 
ess of subtraction, (2) that service for 
resale after six months be limited to other 
utilities, special contract customers, and 
customers to whom the department or- 
ders service extended, and (3) for re- 
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PROGRESS OF REGULATION 


strictions on resale, where no specific 
charge is made for service. 

The principal protestants to the new 
regulation were building owners and real 
estate interests, Their arguments were 
concerned with the effect of the regula- 
tion on the real estate market, the direct 
financial loss to the building owners of 
their middleman’s profit, the expense of 
rewiring the buildings, and Edison’s 
right to change the rules after inducing 
the building owners to abandon their own 
generating plants by offering bulk rates 
with no restriction on resale. 

The department, in approving the main 
part of the new regulation, found that the 
effect of the restriction on resale would 
be to increase the company’s gross reve- 
nues by not less than $1,000,000. The 
commission quoted from an earlier case: 


This department would consider a 
request of Edison for $1,000,000 addi- 
tional gross revenue per year as a 
major item on its calendar. 


In finding that the practice of resale 
was detrimental to the finances of the 
company and accordingly to the disad- 
vantage of its other customers, the de- 
partment relied in part on an opinion by 
an expert witness for the company that 
the cost of supplying current in congested 
downtown areas was less per customer 
than the cost in the balance of the com- 
pany’s system and that the submeterers 
were taking the cream of the company’s 
business. Although this opinion was not 
supported by a cost study, the depart- 
ment accepted it as a statement of fact 
made by a competent qualified person as 
to matters within his direct supervision. 
Such a statement, the department said, 
requires negation by something more 
than a contrary statement. 

The department noted a further reason 
for eliminating submetering when it com- 
mented that since the submetered service 
was free from regulation, the tenants 
have no protection against overcharges, 
undue discrimination, or any other evils 
that go with unfettered monopoly. 

A letter from the company to the de- 
partment in which the company indicated 
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that the increased revenue resulting from 
the curtailment of submetering would be 
used for the benefit of residential custom- 
ers, unless the department requested a 
different use, provoked a lengthy discus- 
sion at the hearing. The argument gen- 
erally seemed to be that such a shift in 
revenues could not be justified except on 
the basis of cost studies demonstrating 
that the existing level of the rates con- 
cerned was improper. Dr. Milo R. 
Maltbie, former chairman of the New 
York commission, an expert witness for 
the landlords, was critical of the situation 
presented by the letter. The department 
made this comment on Dr. Maltbie’s re- 
marks concerning the letter: 


. . the force of his testimony was 
considerably vitiated when it became 
apparent that he had not been informed 
of its terms prior to the hearing. It 
furthermore appeared that the attitude 
of the department as expressed in its 
inquiry and the fundamental sense of 
Edison’s reply were thoroughly con- 
sistent with the manner in which the 
witness dealt with a similar situation 
when he was chairman of the New 
York commission. 


The department ruled that since the 
company indicated that it was willing to 
use the additional revenues in any way 
that the department directed, it was not 
necessary to open up the entire earnings 
picture of the company to complete the 
investigation of submetering. 

The department did not consider the 
effect of the new regulation on real estate 
values, rents, or building expenditures of 
sufficient import to require that the regu- 
lation be rejected. Neither the fact that the 
company on its part persuaded the build- 
ing owners todismantle their private plants 
and to purchase thecompany’scurrent nor 
the fact that the present owners of real 
estate have relied on revenues received 
from resale in determining the price they 
would pay for the buildings stopped the 
company from seeking, or the department 
from approving, new regulations prevent- 
ing submetering. Re Boston Edison Co. 
DPU 8862, March 4, 1953. 
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Y by Pennsylvania commission, after 
a rehearing on several complaints 
against the rates of an electric company, 
found that there was no evidence of dis- 
crimination, that the income available for 
return was not excessive upon any rea- 
sonable fair value finding, and that the 
company’s fuel clause would not be ob- 
jectionable if it were properly worded. 

The commission commented upon the 
fact that in the trended cost bases pre- 
sented by the company, the value of con- 
struction work in progress was not 
trended, but it did not require that the 
company recompute its trended cost in 
view of the fact that the amount involved 
was only one-half of one per cent of the 
electric plant in service. 

The trended cost conclusions which the 
company offered were the result of apply- 
ing to each plant account, exclusive of 
land, land rights, organization and 
franchise, trend factors derived from the 
so-called Handy indices applicable to the 
North Atlantic division. The commission 
phrased its acceptance of these results in 
these words: 


Trended cost studies based upon 
the Handy indices are not new to us. 
We realize that these Handy indices 
are subject to some criticism because 
of the rather broad geographical cov- 
erage upon which they are based. We 
also realize that trends prepared from 
other sources may be more applicable 
in certain specific cases. However, 
these Handy indices do enjoy sub- 
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Trended Cost Studies Based upon Handy Indices 
Accepted in Electric Rate Hearing 


stantial recognition and we, ourselves, 
have used them in studies and exhibits, 
Therefore, we shall accept for our con- 
sideration, the results of respondent’s 
trended original cost studies. 


The commission based its disallowance 
of any working capital allowance on two 
considerations, First, the company’s esti- 
mate of a 55-day lag between the rendi- 
tion of service and payment by custom- 
ers was on the assumption that all cus- 
tomers wait until the last day of the dis- 
count period before paying their bills. 
This, the commission observed is clearly 
not the case. A prior finding of one-eighth 
of adjusted operating expenses was 
found to be a close estimate of the com- 
pany’s working capital requirements. The 
second consideration was the fact that the 
company’s books reflected accrued Fed- 
eral income tax which more than offset 
working capital requirements. 

The company’s claim of almost $1,000,- 
000 for amortization of electric plant ac- 
quisition adjustments, which were being 
written off over a 15-year period was al- 
lowed. The commission pointed out that 
these adjustments represented the excess 
of cost to the company and its prede- 
cessor over the original cost of properties 
purchased in arm’s-length transactions. 
Since the annual depreciation allowance 
did not include any provision for this 
item, a separate allowance was consid- 
ered proper. Re National Forge & Ord- 
nance Co. Complaint Docket Nos. 14495, 
14517, February 24, 1953. 
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Injunction against Electric Rate Denied for Failure to Exhaust 
Administrative Remedy 


TS appellate court of Illinois upheld 
a decree of a lower court dismissing 
for want of jurisdiction an action by an 
electric customer against the commission 
and a power company to enjoin use of a 
rate higher than a canceled rate. The 
court held that the decision whether to 
suspend the new rates filed by the power 
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company was within the administrative 
discretion of the commission. When it saw 
fit not to suspend the new rates, the court 
had no jurisdiction to substitute its judg- 
ment. The company instituted a program 
of simplifying its rate structure, In doing 
so, it canceled a rate schedule which af- 
fected an experimental rate introduced to 
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PROGRESS OF REGULATION 


promote electrical cooking by small com- 
mercial customers. That rate required 
that at least 25 per cent of the user’s con- 
necting load be in cooking or heating 
equipment. Periodic load checks by the 
company were required to police the use 
of the rate. These checks proved to be 
expensive and impractical to administer. 
Since only 485 customers used that rate, 
the promotional aspects were shown to 
have been unsuccessful both as to the cus- 
tomers and the company. 

The company notified the customers of 
the proposed change. No formal com- 


= 


plaints were made to the commission 
against the contemplated change until 
two days before the institution of the new 
rate. The commission promptly set the 
complaint for hearing, but the customer 
abandoned his administrative remedy and 
sought injunctive relief in the court. The 
court held that under these circumstances 
the complaint was properly dismissed for 
lack of jurisdiction. To have taken juris- 
diction would have been tantamount to 
usurpation by the court of the functions 
of the commission. Colton v. Common- 
wealth Edison Co. et al. 111 NE2d 363. 


Plant Acquisition Adjustments Excluded from Rate Base 


‘THE West Virginia commission re- 

fused to allow an electric company 
to include in its rate base the unamortized 
portion of the excess of purchase price 
over the original cost of acquired prop- 
erty. 

The commission observed that there 
was nothing in the record to show that 
the company’s investment was prudent 
or that the properties were worth the 
amounts paid for them. This was par- 
ticularly important, the commission 
added, because no deduction was made 
for depreciation by reason of age and 
use even though many of the items had 
been in use in excess of fifteen years. 


Construction work in progress was ex- 
cluded from the rate base because (1) 
the company had the privilege of adding 
interest to the cost until the work was 
actually completed and put to use and 
(2) the company had ample funds avail- 
able from prepaid taxes and other 
sources to cover the cost of construction 
without providing a return on capital 
dedicated to this end. 

The commission denied any rate in- 
crease because the 5.99 per cent return 
which the company was earning on its 
rate base was considered adequate. Re 
Appalachian Electric Power Co. Case 
No. 3773, January 30, 1953. 
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Temporary Rate Increase Pending Investigation Upheld 


i bsg supreme court of Ohio affirmed 
a commission order granting a 
temporary telephone rate increase pend- 
ing a final hearing on the company’s orig- 
inal application for a permanent increase. 
The commission had found that an emer- 
gency existed because the company was 
unable, on the basis of current rates, to 
earn sufficient return to pay interest on 
bonded indebtedness or dividends on its 
preferred stock, and because its original 
application for a rate increase could not 
be processed for several months. 

One city affected by this action claimed 
that such facts did not constitute an 
emergency justifying the temporary in- 
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crease, The court noted that, under the 
governing statute, the determination of 
an emergency rested within the sound 
discretion of the commission, and that 
one emergency objective was “to prevent 
injury to the business or interests of. . . 
any public utility of the state.” Evidence 
sustained a finding that the income avail- 
able for fixed charges was not sufficient. 
The company also required additional 
revenue to meet increased operating ex- 
penses. Furthermore, even with increased 
revenues, the return on the company’s 
book value would be only 2.52 per cent. 

The city also claimed that the commis- 
sion committed prejudicial error in over- 
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ruling its motion for an order striking all 
references to that city from the company’s 
application for a temporary emergency 
rate increase. No emergency was claimed 
to exist in that particular city. The court 
held, however, that in determining 
whether temporary rates in any particu- 
lar exchange are fair, just, and reason- 
able, the property, revenues, and ex- 
penses of that company may be consid- 
ered on a company-wide basis. 

The court made a distinction between 
telephone companies and electric, gas, and 
water companies for which rates are fixed 
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on a local basis. A telephone company is 
not required to secure a franchise from 
a municipality in order to occupy its 
streets with poles, wires, and other op- 
erating equipment. On the other hand, 
municipalities have exclusive control over 
the rights and privileges of electric, gas, 
and water companies. The latter must ob- 
tain a franchise to operate in any munici- 
pality, whereas the right of a telephone 
company comes from the state. In fixing 
system telephone rates, locality rates 
must be just. City of Cambridge v. Pub- 
lic Utilities Commission, 111 NE2d 1. 
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Other Important Rulings 


‘hea Wisconsin commission, in au- 
thorizing an electric company to in- 
crease rates to yield a return of 6.25 per 
cent, said that the allowance for working 
capital should take into account the fact 


that Federal income taxes are payable in 
the year following their accrual, thus pro- 
viding working capital of 75 per cent of 
taxes. Re Superior Water, Light & P. 
Co. 2-U-3918, April 10, 1953. 
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le in PPEAL from judgment of Circuit Court reversing action 

pro- A of Commission in granting certificate for the construction 
oP and operation of electric generating and transmission facilities ; 
aike affirmed. For Commission decision, see (1951) 91 PUR NS 8. 
ae Commissions, § 31 — Jurisdiction of state Commission — Legal questions — 


Powers of state and Federal agencies. 

1. Legal questions as to the right of a co-operative under state law to sell 
power to a Federal agency and as to the right of the Federal agency to bind 
itself to the performance of contracts with the co-operative are properly 
raised in an administrative proceeding before the state Commission on 
application by the co-operative for authority to construct a power plant 
and transmission lines for the purpose of carrying out such proposals, since 
the Commission must often determine questions of law that are pertinent 
to its final legislative decision, p. 36. 


Co-operative associations — Power sales to Federal agency — Legality under state 
law. 

2. The Arkansas statute authorizing an electric co-operative to sell power to 
its members only and providing that membership is limited to persons in 
rural areas who agree to use electric energy does not authorize a co-operative 
to sell its electricity to Southwestern Power Administration, an agency of 
the United States Department of the Interior, when such agency is not in a 
rural area, is not without central station service, and does not propose to 
use the power as a consumer but proposes to resell it at wholesale or retail, 
p. 37. 

Statutes, § 19 — Liberal construction — Absence of uncertainty. 
3. Liberal construction of a statute comes into play when the statute is 
silent upon a particular point or when the legislative intent is not easily as- 
certainable, but when there is neither silence nor uncertainty a court is not 
authorized to press liberality of construction to the point of actually amend- 
ing the statute, p. 38. 

Electricity, § 3 — Functions of Federal power agency — Wholesale rather than 

retail service. 
4. The proper function of the Southwestern Power Administration, an 
[3] 33 98 PUR NS 
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agency of the United States Department of the Interior, is to sell hydro 
power in wholesale quantities rather than to sell at retail by the integra 
tion of steam power, and it has no authority to acquire a source of steam 
generated power and to integrate that power into its own hydroelectric 


system, p. 38. 


APPEARANCES: Fitzhugh & Cock- 
rill, Little Rock, for appellants; P. A. 
Lasley, House, Moses & Holmes, Lit- 
tle Rock, Herbert L. Branan and 
Rainey, Flynn, Green & Anderson, 
Oklahoma City, Okla. Wallace 


Townsend, Little Rock, Richard L. 
Arnold, Texarkana, O. D. Longstreth, 
Jr., Dave E. Witt, and Joseph Brooks, 
Little Rock, for appellees. 


GeorGE Rose Situ, J.: This is 
an application by Arkansas Electric 
Cooperative Corporation (Arkansas 
Electric) for a certificate of conven- 
ience and necessity by which Arkan- 
sas Electric would be authorized to 
construct a 30,000-kilowatt steam- 
powered generating plant near Ozark, 
Arkansas, and 544 miles of 69-kilovolt 
transmission lines. The application 
is opposed by four intervening private 
utility companies and by two labor 
organizations. After hearings ex- 
tending over a period of several 
months the Public Service Commis- 
sion, by a vote of two members to 
one, granted the requested certificate. 
[(1951) 91 PUR NS 8.] On appeal 
its action was reversed by the Pulaski 
circuit court, which adopted the 
views expressed by the dissenting 
Commissioner. 

Arkansas Electric is a federated co- 
operative formed by representatives 
of three distribution co-operatives 
which are engaged in the business of 
supplying electric power to their mem- 
bers in western Arkansas. Arkansas 
Electric, as well as its component co- 
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operatives, was organized under the 
Arkansas Electric Cooperative Corpo- 
ration Act, being Act 342 of 1937, 
Ark Stats 1947, § 77-1101 et seq. 
Heretofore the distribution co-opera- 
tives have purchased their power from 
one or more of the intervening utili- 
ties. 

Arkansas Electric was created for 
the purpose of building the proposed 
steam-generating plant and transmis- 
sion lines. Having no funds of its 
own it intends to accomplish its ob- 
jectives by means of contracts which 
it has made with two Federal agencies, 
the Rural Electrification Administra- 
tion (REA) and the Southwestern 
Power Administration (SPA). REA 
is an agency of the Department of 
Agriculture, created by 7 USCA § 
901 et seq. SPA is an agency of the 
Department of Interior created by 
executive order of the Secretary. 


The various contracts which Ar- 
kansas Electric has with REA, with 
SPA, and with its own component 
co-operatives were all made with ref- 
erence to one another and together 
form a comprehensive plan for the 
construction and operation of the 
generating plant and _ transmission 
lines. REA has agreed to lend Ar- 
kansas Electric $10,558,000, which 
will be used to build the proposed 
facilities. This loan is to be repaid 
over a period of thirty-five years. 

It is shown by the record that the 
present demands of the members of 
the three distribution co-operatives 
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involve the consumption of only about 
a third of the power that can be pro- 
duced by a 30,000-kilowatt generating 
plant. There is evidence, however, 
that by 1959 the demands of these 
consumers will have increased to 
approximately the capacity of the 
jlant. In the meantime the plant 
cannot be economically operated 
merely to serve the three component 
corporations, since the overhead ex- 
pense would be so great that the cost 
of the power would be far in excess 
of the figure at which the co-opera- 
tives can buy energy from the inter- 
vening companies. And even if the 


needs of Arkansas Electric’s consum- 
ers were today equal to the output 
of the proposed plant it is admittedly 
undesirable for a supplier of power 
to depend upon a single generator, 
since interruptions of service will un- 
avoidably occur as a result of break- 


downs, necessary maintenance, etc. 
In fact, it is not contended by Arkan- 
sas Electric that the project would be 
either economically feasible or in the 
public interest if its sole purpose were 
to supply the present needs of the 
three distribution co-operatives. 
SPA’s participation in the project 
is intended to meet the objections just 
mentioned. SPA, being already en- 
gaged in the sale of electricity and 
being in control of an extensive sys- 
tem of high voltage transmission lines, 
is in a position to market that part 
of the plant’s production not needed 
by the component co-operatives. 
Moreover, SPA has at its disposal 
tremendous quantities of hydroelec- 
tricity generated at dams built by the 
United States; so SPA need not fear 
outages resulting from temporary 
shutdowns of the steam plant. 


Arkansas Electric and SPA have 
entered into two contracts, referred 
to as the power contract and the lease 
contract. Both agreements recite 
SPA’s desire to obtain “the benefits 

arising out of the integration 
of steam-generated power and energy 
with its hydro power and energy.” 
To this end the contracts simply incor- 
porate the steam plant and transmis- 
sion lines into SPA’s present hydro- 
electric system. By the power con- 
tract Arkansas Electric agrees to sell 
to SPA the entire output of the steam 
plant for a period of forty years. SPA 
agrees to pay in monthly instalments 
a minimum of $900,000 a year for the 
plant’s output, it being broadly true 
that the minimum payments must be 
made whether or not the plant is ac- 
tually operated or produces any elec- 
tricity. By the contact SPA obtains 
in practical effect complete control of 
the plant for forty years. It is given 
the right to decide when and how the 
plant shall be operated, how much 
power shall be produced, how the 
records shall be kept, etc. Arkansas 
Electric’s principal duty will be to 
operate the plant in obedience to 
SPA’s instructions. 

In addition to making the minimum 
annual payments SPA agrees to sup- 
ply the present demands of Arkansas 
Electric’s consumers and to meet their 
future demands if SPA “has available 
such additional power capacity.” 
These sales are to be made at SPA’s 
Rate Schedule A—a rate tentatively 
approved by the Federal Power Com- 
mission and subject to revision by that 
body. All other power generated by 
the plant may be sold by SPA to other 
customers of its own. 

By the lease contract Arkansas 
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Electric leases to SPA for forty 
years the 544 miles of 69-kilovolt 
transmission lines, these lines to be 
completely maintained and controlled 
by SPA. The rental is not fixed in 
dollars and cents but is to be so calcu- 
lated that it will exactly repay that 
part of Arkansas Electric’s REA loan 
that is allocable to the transmission 
lines. SPA has the option at any 
time of purchasing the lines by paying 
the remaining REA balance so allo- 
cable to the lines. In the event of 
such a purchase SPA is relieved of any 
duty to reserve transmission capacity 
to meet increased demands of Arkan- 
sas Electric’s consumers. If SPA has 
not bought the lines before the expira- 
tion of the lease it may then do so 
for $10. Thus it will be seen that the 
lease contract is in substance an in- 
stalment sale of the property to SPA. 
Both the power contract and the lease 
are conditioned upon the making of 
Federal appropriations to discharge 
SPA’s obligations, and SPA is re- 
lieved of all liability if Congress 
should ever fail to make such appro- 
priations. 

We have attempted to state only 
the broad outline of these agreements, 
each of which is a long and technical 
document. Much is made in the briefs 
of various options to cancel, fuel claus- 
es, ratchet provisions, and other de- 
tails that we do not regard as essen- 
tial to the decision of what we con- 
sider to be a relatively simple case. 

At the hearings before the Commis- 
sion Arkansas Electric-offered a great 
deal of evidence to show that this 
state has an inadequate supply of 
electric power, that additional gener- 
ating facilities are needed in the region 
to be served by Arkansas Electric, 
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that the cost of the proposed facilities 
will not exceed the amount of the 
REA loan, and that the end result 
will be cheaper electricity than that 
now supplied by the intervening utili- 
ties. The latter adduced an imposing 
volume of proof to rebut the appli- 
cant’s contentions. The majority 
members of the Commission decided 
the fact questions in favor of Arkan- 
sas Electric. 

[1] It is insisted by the appellees 
that many of the Commission’s find- 
ings of fact are contrary to the undis- 
puted proof, but we find it unnecessary 
to determine these issues. In our 
opinion the case is controlled by 
either of two independent issues of 
law: First, under the Arkansas stat- 
utes can Arkansas Electric legally sell 
power to SPA? Second, under Fed- 
eral legislation can SPA legally bind 
itself to the performance of its con- 
tracts with Arkansas Electric? The 
Commission expressed the view that 
both questions should be answered in 
the affirmative. 

Despite the fact that these two in- 
quiries are judicial questions they are 
properly raised in this administrative 
proceeding. The Commission must 
often determine questions of law that 
are pertinent to its final legislative 
decision. Southwestern Gas & E. Co. 
v. Hatfield (1951) 219 Ark 515, 243 
SW2d 378. The basic issue is that 
of public convenience and _ necessity, 
which has been described as “what 
will conduce to the general public wel- 
fare.” Abbott v. Public Utilities 
Commission, 48 RI 196, PUR1927C 
436, 136 Atl 490, 492; see also Ar- 
kansas Express v. Columbia Motor 
Transport Co. (1947) 212 Ark 1, 205 
SW2d 716. If the entire arrangement 
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between Arkansas Electric and SPA 
js contrary to law, if the proposed con- 
struction is vulnerable to being halted 
at any time by reason of its being 
illegal, the public interest demands 
that the project not be undertaken. Of 
course Arkansas Electric counts on 
the expected revenue from SPA for 
assistance in the discharge of the REA 
loan, but if that source of income 
should be withdrawn the burden of 
meeting the indebtedness falls upon 
the members of the three component 
co-operatives. The public welfare 
would not be furthered by permitting 
these co-operatives to assume the bur- 
den of an undertaking that might at 
any moment become a complete loss 
to every one concerned. It is evident 
that the two issues we have mentioned 
are inherent in any consideration of 
the ultimate question of the public 
convenience and necessity. 

[2] First: Do the Arkansas stat- 
utes authorize Arkansas Electric to 
sell its electricity to SPA? The lan- 
guage of our rural electrification legis- 
lation is so completely free from am- 
biguity that this question can be an- 
swered only in the negative. Section 
4 of Act 342, Ark Stats § 77-1104, 
permits a co-operative to transmit, 
distribute, sell, furnish, and dispose 
of electric energy “to its members 
only.” Section 12, § 77-1112, defin- 
ing eligibility for membership, reads: 
“All persons in rural areas proposed 
to be served by a corporation, who are 
not receiving central station service, 
shall be eligible to membership in a 
corporation. No person other than 
the incorporators shall be, become, or 
remain a member of a corporation un- 
less such person shall use or agree to 
use electric energy or, as the case may 


be, the facilities, supplies, equipment, 
and services furnished by a corpora- 
tion. A corporation organized under 
this act may become a member of an- 
other such corporation and may avail 
itself fully of the facilities and serv- 
ices thereof.” 

The statute could hardly be more 
explicit in its declaration that a co- 
operative can sell power to its mem- 
bers only and that its membership is 
limited to persons in rural areas who 
agree to use electric energy. The leg- 
islative design is evidently to bring 
the advantages of electricity to farm- 
ers and to residents of communities 
having a population of not more than 
2,500. Section 77-1102(8). This 
interpretation has been uniformly fol- 
lowed by the Commission, for since 
the inception of the rural electrifica- 
tion program it has adhered to a pol- 
icy of assigning rural territory either 
to a co-operative exclusively or to a 
private utility exclusively. We are 
told that heretofore neither has at- 
tempted to invade the other’s province. 
We too have recognized the legisla- 
ture’s dominant intention, by our 
holding that a co-operative’s right to 
serve an area terminates upon its 
annexation by a city of the designated 
size. Farmers Electric Co-op. Corp. 
v. Arkansas Power & Light Co. 
(1952) 220 Ark —, 95 PUR NS 54, 
249 SW2d 837. 

SPA is a “person” within the statu- 
tory definition, § 77-1102(5), but 
there its eligibility to membership 
ceases. SPA is not in a rural area, 
it is not without central station serv- 
ice, and it does not propose to use this 
power as a consumer. To the con- 
trary, SPA’s Administrator testified 
below that he intends to resell this 
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power to cities and towns, to large 
manufacturing concerns, and to any- 
one else who buys power “in whole- 
sale quantities’—a term which the 
witness considered not restricted to 
wholesale, as distinguished from re- 
tail, transactions. Furthermore, SPA 
expects to number among its custom- 
ers persons and municipalities who 
are already being served by the inter- 
vening utilities. In short, the effect 
of the SPA-Arkansas Electric alliance 
will be the sale of co-operatively gen- 
erated power to persons not in rural 
areas, to persons who are receiving 
central station service, and, in the case 
of SPA itself and its municipal pa- 
trons, to persons who propose not to 
use the energy as consumers but to 
resell it at wholesale or retail. We 


think it too plain for argument that 
the proposal violates not merely the 
letter of the law but its spirit as 


well. 

[3] Arkansas Electric does not in- 
timate that any express language in 
the statute qualifies SPA for mem- 
bership in a co-operative, but it is 
insisted that since the act is to be 
liberally construed, § 77-1135, the 
project should be approved either as 
being incidental to Arkansas Elec- 
tric’s effort to serve its component 
corporations or as merely involving 
the disposal of surplus power. Neither 
argument is tenable. Liberal con- 
struction comes into play when the 
statute is silent upon a particular 
point or when the legislative intent is 
not easily ascertainable. Here there 
is neither silence nor uncertainty. 
Those to whom a co-operative may sell 
its wares are described in language 
too specific to be misunderstood. We 
are not authorized to press liberality 
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of construction to the point of actually 
amending the statute. 
Nor do these contracts involve the 
mere disposition of a surplus, as was 
the situation in McGehee v. Williams 
(1935) 191 Ark 643, 87 SW2d 46. 
What Arkansas Electric proposes to 
do is to sell its entire output to SPA 
for forty years and to sell its trans- 
mission lines to SPA outright. The 
generating plant would have a capac- 
ity of triple the present needs of Ar- 
kansas Electric’s legitimate consum- 
ers, and the 69-kilovolt transmission 
lines would have a carrying capacity 
of more than four times the future 
needs of those consumers, under even 
the most optimistic estimates of fu- 
ture growth. In truth, if there is 
here any sale of surplus power it lies 
in the resale by SPA to Arkansas 
Electric, since the bulk of the power 
must evidently be sold elsewhere. 
[4] Second: Has Congress au- 
thorized SPA to acquire a source of 
steam-generated power and to inte- 
grate that power into its own hydro- 
electric system? To answer this ques- 
tion we must study in some detail the 
history of Federal hydro power. 
This power is generated at dams 
which were built for the dual purpose 
of flood control and the production of 
electricity. It has been the practice of 
the Corps of Engineers, in recom- 
mending to Congress that a certain 
dam be authorized, to propose a multi- 
purpose dam only if the sale of its 
electric energy could be expected to 
repay that part of the costs of con- 
struction allocable to the structure's 
function as a source of power. Cf. 16 
USCA § 590z-1(a) (v). In other 
words, when the Corps has been able 
to say that the use of the dam for the 
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generation of electricity, in addition 
to its use for flood control, would pay 
for itself, a multipurpose dam has been 
recommended ; otherwise not. 

Thus in each instance it has been 
necessary for the Corps to estimate the 
price at which the hydro power could 
be sold in a competitive market. In 
making this estimate the Corps had 
to take into account the fact that hydro 
power, in competing with steam pow- 
er, has at once a marked advantage 
and a marked disadvantage. 

The advantage of steam power lies 
in its dependability as a source of what 
is called “firm” power in the indus- 
try. The owner of a 30,000-kilowatt 
steam plant knows that except for 
breakdowns and other necessary in- 
terruptions he can operate his plant 
night and day and can supply his cus- 
tomers at any time with the maximum 
amount of electricity that the plant 
can generate. The proprietor of a 
hydroelectric plant does not have this 
same assurance, for his ability to sup- 
ply firm power depends upon weather 
conditions. In times of abundant 
water he can deliver the full capacity 
of his generators, but during a drought 
he must operate at a reduced schedule 
to conserve his water supply. In this 
respect SPA is under yet an additional 
handicap, for the upper levels of its 
reservoirs must be ready to receive 
flood waters, flood control being a 
primary purpose of the dams. Hence 
SPA cannot keep its reservoirs bank- 
full the year around, to the detriment 
of flood control. Consequently SPA 
might be able to produce at times a 
maximum of 25,000 kilowatts of hy- 
droelectric power and yet not be able 
to contract safely for the delivery of 
more than 5,000 kilowatts of firm 


power throughout the year. Herein 
lies the great disadvantage of hydro 
power. 

On the other hand, hydro power 
enjoys an advantage denied to steam 
power. This advantage derives from 
two facts: One, electricity cannot be 
stored once it has been created, and, 
two, the demands of consumers are 
not uniform throughout the year or 
even throughout the day. A house- 
holder may need only a trickle of elec- 
tricity at night, to run his refrigerator 
and his clocks, but a few hours later 
he may consume quantities of electric- 
ity for lighting, heating, and cooking. 
As a result a supplier of power invari- 
ably has periods of peak demand and 
periods of minimum demand. Yet, 
because electricity cannot be held in 
storage, the supplier must have avail- 
able enough power to satisfy the maxi- 
mum demands of his patrons, even 
though he may be called upon for that 
maximum for only thirty minutes 
during the day, month, or year. 

It is here that the producer of hydro 
power enjoys his advantage in the 
competitive market. The owner of a 
100,000-kilowatt steam plant is lim- 
ited to the acquisition of customers 
whose peak demands will not at any 
moment exceed the capacity of the 
generator. But as business increases 
the supplier reaches a point at which 
he can meet all his customers’ needs 
except in the short intervals of maxi- 
mum demand. In the absence of an 
outside source of electricity the sup- 
plier would be forced to install an- 
other generator, which might operate 
so rarely that the additional power so 
generated would be extremely expen- 
sive. This additional power, called 
for only in periods of maximum con- 
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sumption, is known as peaking power ; 
and hydro plants are best able to fur- 
nish it. For, unlike electricity, the 
water behind the dam can be stored 
and used to turn the generators only 
when the need for electricity is great- 
est. Hence the owner of a steam plant 
can profitably afford to pay a premi- 
um price for peaking power—a price 
in excess of that at which he retails 
the energy to his own customers—as 
long as the cost of the peaking power 
is below what it would be if he chose 
the alternative of installing another 
generator. Thus hydro power is at a 
competitive disadvantage if sold as 
firm power but brings a high return 
if sold as peaking power. 

These facts were fully understood 
by the Corps of Engineers when it 
recommended that Congress author- 
ize the multipurpose dams from 


which SPA now derives its power. 


In estimating that the generating 
facilities at the dams would pay for 
themselves the Corps assumed that 
the electricity would be sold at the 
favorable prices commanded by peak- 
ing power. Hence when Congress 
appropriated funds for the construc- 
tion of these dams it did so upon the 
assumption that the current would be 
sold as peaking pqwer rather than as 
firm power. It is of course apparent 
that the decision to sell energy as 
peaking power involves at the same 
time the decision to sell at wholesale 
rather than at retail, since the retail 
consumer is not confronted with the 
problem of installing added genera- 
tors. 

Congress next expressed its views 
in the Flood Control Act of 1944, the 
basic law under which the Depart- 
ment of the Interior sells hydro power 
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through its agent, SPA. Section 5 of 
that act, 16 USCA § 825s, reads: 
“Electric power and energy gener- 
ated at reservoir projects under the 
control of the Department of the 
Army and in the opinion of the Sec. 
retary of the Army not required in 
the operation of such projects shall 
be delivered to the Secretary of the 
Interior, who shall transmit and dis- 
pose of such power and energy in such 
manner as to encourage the most 
widespread use thereof at the lowest 
possible rates to consumers consistent 
with sound business principles, the 
rate schedules to become effective 
upon confirmation and approval by the 
Federal Power Commission. Rate 
schedules shall be drawn having re- 
gard to the recovery (upon the basis 
of the application of such rate sched- 
ules to the capacity of the electric 
facilities of the projects) of the cost 
of producing and transmitting such 
electric energy, including the amorti- 
zation of the capital investment allo- 
cated to power over a reasonable peri- 
od of years. Preference in the sale of 
such power shall be given to 
public bodies and co-operatives. The 
Secretary of the Interior is authorized, 
from funds to be appropriated by the 
Congress, to construct or acquire, by 
purchase or other agreement, only 
such transmission lines and related 
facilities as may be necessary in order 
to make the power and energy gener- 
ated at said projects available in 
wholesale quantities for sale on fair 
and reasonable terms and conditions 
to facilities owned by the Federal Gov- 
ernment, public bodies, co-operatives, 
and privately owned companies. All 
moneys received from such sales shall 
be deposited in the Treasury of the 
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United States as miscellaneous re- 
ceipts.”” 

It will be seen that this statute con- 
templates the sale of hydroelectric 
power only ; that is, power “generated 
at reservoir projects.” Further, the 
Secretary is authorized to construct 
or acquire only such transmission lines 
and related facilities as may be neces- 
sary to make the power available in 
wholesale quantities to specified pur- 
chasers. The language of this statute 
does not in any way suggest that Con- 
gress meant for the Department to 
“firm up” its hydro power by the ac- 
quisition of steam power and thereby 
enable itself to enter the competitive 
retail market. On the contrary, the 
legislative history of the act, as re- 
flected by congressional committee re- 
ports, the debates on the floor, and 
the amendments that were accepted or 
rejected, shows beyond question that 
Congress was anxious to avoid setting 
up “a public power trust which woul 
be unduly competitive with established 
private power utilities.” Senate Re- 
port No. 1030, 78th Cong. 2d Sess. 

Although the legislative branch of 
the national government had, in the 
two ways mentioned above, indicated 
its belief that Federal hydro power 
should be sold as peaking power, the 
executive branch was of the opinion 
that this energy should be buttressed 
by steam-generated electricity and 
marketed as firm or base loading 
power. To this end the Department 
of the Interior submitted to Congress 
in 1946 a comprehensive plan for the 
expenditure over a period of years of 
$200,000,000 for the construction of 
steam plants. An initial appropria- 
tion of $23,000,000 was requested 
for the year 1947. The House Appro- 
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priations Committee disapproved the 
request, and on the floor of the Senate 
the chairman of the Senate committee 
reported that it was the committee’s 
judgment “that if the power was to 
be firmed up by steam plants it should 
be done by appropriate legislation 
— and not on an appropriation 
bill.” Congressional Record, June 
20, 1946, p. 7324. The requested 
appropriation was refused. 

To this point the intention of Con- 
gress can hardly be said to be open to 
question. Arkansas Electric insists, 
however, that by the creation of what 
is known a SPA’s “continuing fund” 
Congress has authorized SPA’s par- 
ticipation in projects like the one now 
before us. This continuing fund can 
be understood only by an examination 
of its history. 

In 1943, as part of the First Sup- 
plemental National Defense Appro- 
priation Act, 57 Stat 611, 621, Con- 
gress created the continuing fund. 
Having required that all receipts from 
the sale of power be paid into the 
Treasury, Congress provided working 
capital by directing the Secretary of 
the Treasury to set up and maintain 
from such receipts a continuing fund 
of $100,000 to enable SPA’s Admin- 
istrator “to defray emergency ex- 
penses and to insure continuous oper- 
ation.” Of course this language did 
not contemplate the acquisition of 
steam-generated power. 

Next came the execution of what 
are called “‘wheeling” contracts. Prior 
to the making of these contracts 
SPA’s hydro power had been sold as 
peaking power to private utilities. Yet 
§ 5 of the Flood Control Act, quoted 
above, states that preference should 
be given to co-operatives and to public 
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bodies. In its effort to carry out this 
mandate SPA proposed to construct 
its own transmission lines by which it 
could serve these preferred consum- 
ers, and under the statute it undoubt- 
edly had authority for such construc- 
tion. Private utilities opposed this 
move, and out of this controversy 
came the wheeling contracts, which 
were thought to be a satisfactory solu- 
tion to the dispute. 

A wheeling contract is simply an 
agreement that is intended to enable 
SPA to serve its preferred patrons 
by utilizing the transmission lines of 
a private company rather than by 
building duplicating lines of its own. 
The first wheeling contract was exe- 
cuted in 1947 between SPA and the 
Texas Power & Light Company. By 
that contract the company bought the 
entire output of SPA’s 35,000-kilo- 
watt generator at the Denison dam. 


The company agreed, however, that 
if SPA should obtain contracts to 
supply preferred customers which the 
company could serve over its own 
lines the company would carry or 
“wheel” power to such customers, on 
behalf of SPA, to the extent of 20,- 


000 kilowatt hours. In other words, 
the company bought the 35,000-kilo- 
watt output but agreed to sell back to 
SPA up to 20,000 kilowatt hours and 
to transmit that energy to SPA’s pre- 
ferred patrons. Other wheeling con- 
tracts were made with other private 
companies. 

It will be seen that since under these 
contracts SPA became a purchaser as 
well as a seller, there was a possibility 
that it might need funds to meet its 
obligations. Upon this basis SPA in 
1948 and 1949 asked Congress to in- 
crease the continuing fund to $300,- 
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000. This request was approved in 
1950, the statute reading in part as 
follows: “. . and said fund of 
$300,000 shall be placed to the credit 
of the Secretary and shall be subject 
to check by him to defray emergency 
expenses necessary to insure continu- 
ity of electric service and continuous 
operation of the facilities, and to cover 
all costs in connection with the pur- 
chase of electric power and energy and 
rentals for the use of facilities for the 
transmission and distribution of elec- 
tric power and energy to public bodies, 
co-operatives, and privately owned 
companies.” 16 USCA § 825s-1. It 
is this language on which Arkansas 
Electric relies in contending that Con- 
gress has empowered SPA to partici- 
pate in the project now before us. 
The wording of the statute is open 
to either of two interpretations. In 
authorizing the payment of costs in 
connection with “the purchase of elec- 
tric power and energy and rentals for 
the use of facilities’ for its transmis- 
sion, Congress may on the one hand 
have meant to enable SPA to perform 
its obligations under the wheeling con- 
tracts or, on the other hand, have 
meant to authorize the purchase of 
steam-generated power. The whole 
history of Federal hydroelectric power 
leads us to think that the former inter- 
pretation is correct, and the legislative 
background of the 1950 amendment 
dispels all doubt. As originally intro- 
duced, this amendment would have 
permitted the continuing fund to be 
used to cover “all costs in connection 
with the purchase of electric power 
and energy and rentals for the use of 
transmission lines and appurtenant 
facilities of public bodies, co-opera- 
tives, and privately owned companies.” 
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HR 3838. The italicized word “of” 
is of vital importance, since it might 
be construed to authorize exactly what 
is proposed in this case. 

Senator Kerr offered an amend- 
ment to the bill, by which the word 
“to” was substituted for “of,” and in 
speaking in favor of this amendment 
Kerr said: “The purpose of the 
clarifying amendment with reference 
to the continuing fund is to make it 
crystal clear that there is no purpose, 
desire, nor authority for the Admin- 
istrator to rent any generating facili- 
ties with the money in the so-called 
continuing fund.” Cong. Rec., 81st 
Cong. Ist Sess., p. 12,253. Kerr’s 
amendment was adopted, and it was 
in that form that the bill became law. 
We need not prolong this opinion by 
quoting the many other excerpts from 
the Congressional Record that might 
be cited to show beyond question that 
Congress has invariably refused to 
permit SPA to enter the competitive 
retail market by firming up its hydro 
power with steam power. 

In spite of this overwhelming evi- 
dence of the legislative intention Ar- 
kansas Electric contends that SPA is 
already purchasing steam-generated 
electricity under its wheeling con- 
tracts. In a sense this is true, since 
under such a contract the private com- 
pany is not required to wheel to SPA’s 
customer the identical current that 
the company received from SPA; it 
may substitute steam power of its own 
making and divert the hydro power to 
some other consumer. But in prin- 
ciple this argument fails. Electricity 
is a fungible commodity which has 
the same characteristics whether it 
was created by the force of steam or 
the force of water. Under the Texas 
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wheeling contract, for example, SPA 
may be called upon to supply the com- 
pany with electric power to the extent 
of 35,000 kilowatts, and SPA may 
in turn demand that its preferred cus- 
tomers be furnished with not more 
than 20,000 kilowatts of like energy. 
This arrangement is evidently a true 
exchange of power, since it obviously 
makes not the slightest difference to 
anyone whether the current delivered 
by the company had its origin in a 
steam plant or in a hydro plant. The 
point is that SPA acquires no new 
source of energy under its wheeling 
contracts, since the private company 
sells back to SPA only a part of the 
volume that it receives from that 
agency. In the case at bar the situa- 
tion is wholly dissimilar, involving 
not the mere exchange of current for 
that already available to SPA but the 
acquisition of steam power over and 
above the resources that SPA might 

otherwise have had at its disposal. 
To sum up our discussion of the 
Federal law: Congress has in no few- 
er than three ways expressed its belief 
that SPA’s proper function is to sell 
hydro power in wholesale quantities 
rather than to sell at retail by the inte- 
gration of steam power. First, the 
dams were originally approved upon 
the assumption that the current would 
be marketed as peaking power, which 
is necessarily a transaction at whole- 
sale. Second, the Flood Control Act 
refers only to hydro power and spe- 
cifically directs that the sales be in 
wholesale quantities. Third, when 
SPA proposed a comprehensive plan 
for the construction of steam plants 
Congress rejected the proposal. Op- 
posed to this settled legislative policy 
is only the suggestion that by creating 
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the continuing fund Congress meant 
to enable SPA to purchase steam- 
generated electricity and thereby to 
become a vendor of firm power. It is 
perfectly clear, however, that the ap- 
propriations to the continuing fund 
have been intended to permit SPA to 
perform its wheeling contracts and do 
not represent a departure from the pol- 
icy implicit in the permanent legisla- 
tion. We are not convinced that Con- 
gress, by the approval of appropriation 
measures which are effective for only 
a year, has thereby decided to author- 


ize the expenditure of the continuing 
fund for purposes completely at vari- 
ance with the general laws. 

We conclude that the SPA-Arkan- 
sas Electric contracts are contrary to 
Federal law as well as to our own Act 
342. The judgment of the circuit 
court is accordingly affirmed. 


Griffin Smith, CJ., concurs. 


McFaddin, J., joins in the first 
ground for affirmance but thinks the 
majority’s discussion of the Federal 
law to be inappropriate. 
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M 


OTION to dismiss complaint by company purchasing whole- 
sale power under formula rates pursuant to the Federal 


Power Act; motion denied and provision made for resumption of 
hearings, specifying issues, and outlining procedure. 


Expenses, § 15 — Reasonableness — Accounting records. 


1. Operating expenses charged by a power company to a distributing com- 
pany under a formula rate providing for fixed annual sums and reasonable 
and necessary expenses are not necessarily reasonable and necessary because 
the books of account reflect such expenses, p. 47. 


Rates, § 13 — Jurisdiction of Federal Power Commission — Operating expenses 
billed under rate schedule. 

2. The Federal Power Commission has the obligation to determine what are 

the reasonable and necessary charges which an electric company must pay 

to a power company for wholesale service under a formula rate providing 

for the payment of specified fixed amounts and an amount equal to reason- 

able operating expenses; and when the reasonableness and necessity for 
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certain expenses is questioned, the Commission must make the determina- 
tion as to what part, if any, of the questioned expenses are proper, p. 47. 


Rates, § 13 — Jurisdiction of Federal Power Commission — Application of rate 
schedules. 

3. The Federal Power Commission, rather than the courts, must determine 

in the first instance whether disputed charges under a formula rate schedule 

are reasonable and necessary within the meaning of the filed tariffs, p. 47. 


Rates, § 13 — Duties of Federal Power Commission — Complaint under Federal 
Power Act. 

4. The duty imposed upon the Federal Power Commission by § 306 of the 
Federal Power Act, 16 USCA § 825e, to investigate matters complained of 
is a duty in addition to its duties and obligations under other provisions 
of the act, such as § 206(a), 16 USCA § 824e(a), which provides for 
Commission investigation of rates; and the Commission is called upon to 
determine whether charges billed by a power company to another company 
for wholesale service and questioned by the other company are reasonable 
and necessary operating expenses within the meaning of those terms as used 
in the company’s filed rate schedules, p. 50. 


Accounting, § 5 — Justification of entries and charges. 
5. The determination of issues posed by a complaint against charges billed 
as operating expenses on the sale of wholesale power brings directly into 
question the validity of the charges billed and recorded by the power com- 
pany upon its books of account pursuant to the Uniform System of Accounts 
under the provisions of §301(a) of the Federal Power Act, 16 USCA 
§ 825(a), p. 51. 


> 


By the Commission: For a num- 
ber of years Consolidated Gas Electric 
Light and Power Company of Balti- 
more (Consolidated) has purchased at 
wholesale the bulk of the electric ener- 
gy output of Pennsylvania Water & 
Power Company (Penn Water). 

On July 2, 1952, Consolidated filed a 
complaint with the Commission in 
which it alleged, inter alia, that Penn 
Water over a period of years had 
billed and was seeking to collect from 
Consolidated certain charges, billed as 
operating expenses, which were in 
violation of the provisions of effective 
rate schedules on file with the Commis- 
sion. By order issued December 5, 
1952, the Commission set the matters 
and issues involved in this complaint 
for hearing to commence on January 
5, 1953. Thereafter, on December 24, 


1952, Penn Water filed (1) a motion 
to dismiss the complaint, and (2) a 
further motion to limit the issues to 
be considered at the hearing set for 
January 5, 1953, requesting, among 
other things, that the Commission’s 
jurisdiction be determined before hear- 
ing on the merits. 

At the hearing which commenced on 
January 5, 1953, the presiding exam- 
iner limited the presentation of testi- 
mony and evidence to the sole question 
of jurisdiction, and on January 9, 
1953, certified to the Commission for 
its determination (a) the question of 
the Commission’s jurisdiction and (b) 
whether the hearing should proceed 
upon the merits pending determination 
of the jurisdictional question. The 
Commission by order of January 13, 
1953, directed that further hearing be 
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postponed until the Commission had 
considered the question of its jurisdic- 
tion to hear and determine the matters 
and issues presented by Consolidated’s 
complaint. It is that question respect- 
ing the Commission’s jurisdiction with 
which we are here concerned, viz., does 
the Commission have jurisdiction to 
hear and determine whether the 
charges billed by Penn Water are 
proper charges which Consolidated 
must pay under filed rate schedules, or 
are such questions respecting proper 
charges determinable solely by a court 
of competent jurisdiction. 


For a number of years Penn Water 
and Consolidated have been locked in 
extended litigation concerning their 
respective rights and obligations under 
certain contracts involving antitrust 
laws.’ Furthermore, there have been 
extended hearings before this Commis- 
sion, regarding rates and this Commis- 
sion’s regulatory jurisdiction over 
Penn Water, with appeals and court 
review of an extended nature,’ as well 
as proceedings before the Pennsylvania 
Public Utility Commission. The rec- 
ord shows that the charges in dispute 
to December 31, 1951, total $1,900,- 
571.05 and include legal fees of $1,- 
290,578.64, technical consultants’ fees 
of $164,050.07, and sundry miscel- 
laneous claims and expenditures of 


$445,942.34. The record further 


shows that the estimated total of dis- 
puted charges for the period January 
1, 1952, to May 31, 1952, is $263,- 
954.42, or an over-all total of disputed 
charges, including $926,089.45 state 
and Federal income taxes, of $3,090,- 
614.92 to May 31, 1952. 

It is claimed by Consolidated that 
certain of the charges in dispute relate 
to matters of corporate consequence 
of interest to Penn Water alone and do 
not under any circumstances consti- 
tute proper “operating expenses” un- 
der Penn Water’s filed rate schedules; 
and that certain of the charges are 
excessive and unreasonable and as 
billed do not constitute reasonable and 
necessary “operating expenses” related 
to the performance by Penn Water of 
the electric service which it must pro- 
vide under its filed rate schedules. 


Prior to February 1, 1949, Penn 
Water’s filed rate schedule covering 
sales and deliveries of electric energy 
to Consolidated provided that, in ad- 
dition to specified fixed amounts, Con- 
solidated shall pay “An amount equal 
to all reasonable operating expenses 
accrued [by Penn Water] during the 
calendar year, including maintenance 
and general expenses, . . .” On 
and after February 1, 1949, Penn 
Water’s effective rate schedule, pre- 
scribed by orderg of the Commission,* 
provides that if addition to fixed an- 





1 Pennsylvania Water & Power Co. v. Con- 
solidated Gas E. L. & Power Co. of Baltimore 
(DC Md 1950) 89 F Supp 452; (CA4th 
1950) 86 PUR NS 33, 184 F2d 552; (CA4th 
1951) 186 F2d 934, certiorari denied (1951) 
340 US 906, 95 L ed 655, 71 S Ct 282; Penn- 
sylvania Water & Power Co. v. Consolidated 
Gas E. L. & Power Co. (DC Md 1951) 90 
PUR NS 409, 97 F Supp 952; Consolidated 
Gas E. L. & Power Co. v. Pennsylvania Wa- 
ter & Power Co. (CA4th 1952) 94 PURNS 
161, 194 F2d 89, certiorari denied (1952) 
343 US 963, 96 L ed 1360, 72 S Ct 1056. 

2In Re Pennsylvania Water & Power Co. 
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(1949) IT-5915, 8 FPC 1, 82 PUR NS 193; 
Pennsylvania Water & Power Co. v. Federal 
Power Commission (1951) 89 US App DC 
235, 94 PUR NS 175, 193 F2d 230, af- 
firmed (1952) 343 US 414, 96 L ed 1042, 94 
PUR NS 1, 72 S Ct 843; Consolidated Gas 
E. L. & Power Co. of Baltimore v. Siggins 
(DC Pa 1951) 91 PUR NS 277, 99 F Supp 
151; Public Utility Commission v. Pennsyl- 
vania Water & Power Co. (Pa 1948) 74 
PURNS 159; (Pa 1948) 76 PURNS 49; 
(1949) 27 Pa PUC 379. 

8In Re Pennsylvania Water & Power Co. 
supra, footnote 2; (1949) 8 FPC 1193, 1199. 
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nual sums and other charges not here 
in dispute, Consolidated shall pay the 
“reasonable and necessary consolidated 
operation, maintenance, and general 
expenses” incurred by Penn Water. 
The charges in dispute represent ex- 
penditures prior to February 1, 1949, 
and expenditures after that date down 
to the present. 

While it may appear that the mat- 
ters here involved represent only a con- 
troversy between Penn Water and 
Consolidated, such is not the fact. 
Charges which Consolidated is re- 
quired to pay to Penn Water represent 
costs which the customers of Consol- 
idated must bear. If the charges paid 


by Consolidated to Penn Water are 
in excess of reasonable and neces- 
sary operating expenses, Consolidated 
may in the first instance pay such un- 
reasonable charges but in the last 
analysis it is the consumers served 
by Consolidated, the public in general, 


which must bear the burden. Our in- 
terest is not only in resolving the con- 
troversy as such, but in establishing in 
the public interest what are just and 
reasonable operating expenses under 
Penn Water’s filed rate schedules. 

[1] Both Penn Water and Consol- 
idated are “public utilities” as that 
term is used under the Federal Power 
Act and as such are required to set 
up and maintain their books of account 
in accordance with the Uniform Sys- 
tem of Accounts prescribed by the 
Commission, which, among other 
things, requires, in the general instruc- 
tions issued therewith, that: 

“All charges to the accounts pre- 
scribed in this system for electric plant, 
income, operating revenues, and oper- 
ating expenses shall be just and reason- 
able, and any payments by the utility 


in excess of just and reasonable 
charges shall be included in Account 
538, Miscellaneous Income Deduc- 
tions.” 


Expenditures thus included in Ac- 
count No. 538, Miscellaneous Income 
Deduction, do not represent charges 
which may be included in the cost of 
electric utility service under recognized 
principles of rate making. The funda- 
mental question therefore presented by 
the dispute between Consolidated and 
Penn Water is whether any part of the 
charges in dispute are other than rea- 
sonable and necessary operating ex- 
penses within the meaning of such 
terms as used in Penn Water’s filed 
rate schedules and in conformity with 
the Commission’s prescribed Uniform 
System of Accounts. It does not fol- 
low as a matter of course that because 
Penn Water’s books of account re- 
flect the expenses brought into ques- 
tion by Consolidated’s complaint that 
ipso facto such expenses are “reason- 
able” or “reasonable and necessary” 
within the meaning of those terms 
used in Penn Water’s filed rate sched- 
ules. 


[2, 3] In the ordinary and usual 
rate proceedings in which definite and 
fixed rates and charges for utility 
service are established, the Commis- 
sion must, in each case, determine 
the necessary and reasonable opera- 
tion, maintenance, and general ex- 
penses which constitute that part of 
the cost of service. Under the par- 
ticular aspects of the rate schedules 
here in question, fixed rates and 
charges were established for all of 
Penn Water’s customers except Con- 
solidated. A formula rate was pro- 
vided for Consolidated since it re- 
ceived the residual electric service. 


7 98 PUR NS 





FEDERAL POWER COMMISSION 


Others entitled to service received 
specified amounts of electric power and 
Consolidated receives the balance, 
whatever it is. Deliveries to Consol- 
idated are therefore variable and the 
Commission concluded that a formula 
rate based on certain fixed annual 
charges plus reasonable and necessary 
operation, maintenance, and general 
expenses, less revenue received by 
Penn Water from other sales, would 
represent just and reasonable charges 
to Consolidated for the electric service 
it received. This was recognized and 
clearly spelled out by the Commission 
in its opinion and order in Re Penn- 
sylvania Water & Power Co. (1949) 
8 FPC 1, 96, 82 PUR NS 193, 285, 
[where] it said: 

“Penn Water’s rates and charges 
to Baltimore Company [Consolidated ] 
will be just and reasonable when the 
power bill is computed by the use of the 
fair rate of return and the rate base 
we have found, brought down to date 
every six months for changes in the 
plant investment, depreciation reserve, 
and working capital. In computing 
the power bill to Baltimore Company 
[Consolidated] there shall be added 
to the fair return all reasonable and 
necessary operating expenses, taxes, 
and depreciation computed on the 
plant investment and at the deprecia- 
tion rates we have herein found prop- 
er; there shall be deducted from such 
total electric revenues received from 
others, including the Conowingo back- 
water payment, and the gross revenues 
from Metropolitan Co., P. P. & L. 
Co., and Philadelphia Co., and the 
gross revenues, except the excess rev- 
enues, calculated at $222,475 for the 
year 1946, and income taxes associated 
98 PUR NS 


therewith, from Pennsylvania Rail- 
road.” 


Under a rate schedule designed to 
provide just and reasonable rates to 
Consolidated for electric service by 
Penn Water which requires that Con- 
solidated bear, in addition to specified 
fixed charges, all reasonable and neces- 
sary Operation, maintenance, and gen- 
eral expenses, and Consolidated ques- 
tions such expenses as billed under the 
rate schedule and claims that they 
are not reasonable and necessary, the 
Commission has the obligation to de- 
termine what are the reasonable and 
necessary charges which Consolidated 
must pay to Penn Water. That obli- 
gation in no way differs from the 
obligation of the Commission in any 
ordinary rate proceeding where like 
questions respecting operating expen- 
ses are brought into question. In the 
usual rate case the Commission makes 
the determination before the rates are 
prescribed. Here the Commission 
prescribed a formula rate. One part 
of the formula is based on reasonable 
and necessary expenses to be incurred 
by Penn Water. When the reasonable- 
ness and necessity for certain expenses 
is questioned by Consolidated the 
Commission must make the determina- 
tion as to what part, if any, of the 
questioned expenses are proper under 
the formula rate which the Commis- 
sion has prescribed. Otherwise the 
words in the rate schedule “reason- 
able and necessary” have no sig- 
nificance. As the Supreme Court said 
in Montana-Dakota Utilities Co. v. 
Northwestern Pub. Service Co. 
(1951) 341 US 246, 251, 95 L ed 
912, 88 PUR NS 129, 133, 71 S 
Ct 692. 


“Statutory reasonableness is an 
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abstract quality represented by an area 
rather than a pinpoint. It allows a 
substantial spread between what is un- 
reasonable because too low and what 
js unreasonable because too high. To 
reduce the abstract concept of reason- 
ableness to concrete expression in dol- 
lars and cents is the function of the 
[Federal Power] Commission. It is 
not the disembodied ‘reasonableness’ 
but that standard when embodied in a 
rate which the Commission accepts or 
determines that governs the rights of 
buyer and seller. A court may think a 
different level more reasonable. But 
the prescription of the statute is a 
standard for the Commission to apply 
and, independently of Commission ac- 
tion, creates no right which courts may 
enforce.” 


It is clear, under the particular as- 
pects of this case and established prin- 
ciples of public utility law, that the 
Commission, and not the courts, must 
determine, in the first instance, wheth- 
er the disputed items are reasonable 
and necessary operating expenses 
within the meaning of those words as 
used in Penn Water’s filed rate sched- 
ules. A determination of the issues 
thus presented calls for the exercise of 
the trained judgment of an administra- 
tive agency appointed by law and in- 
formed by experience to deal with the 
intricate questions of accounting and 
rate making, the technical meaning of 
words, and the application of judg- 
ment respecting a variety of incidents 
affecting their use. Illinois C. R. Co. 
v. Interstate Commerce Commission 
(1907) 206 US 441, 454, 51 L ed 
1128, 27 S Ct 700; Standard Oil Co. 
v. United States (1931) 283 US 235, 
238, 239, 75 L ed 999, 51 S Ct 429. 


The Commission’s function in this 


[4] 


matter in determining the meaning of 
the words “reasonable and necessary 
operation, maintenance, and 
general expenses,” and the proper 
charges falling in that classification, is 
that described by the Supreme Court 
when it said in Great Northern R. Co. 
v. Merchants Elevator Co. (1922) 259 
US 285, 292, 66 L ed 943, 947, 42 
S Ct 477: 
“ where the document to be 
construed is a tariff of an interstate 
carrier, and before it can be construed 
it is necessary to determine upon evi- 
dence the peculiar meaning of words 
or the existence of incidents alleged 
to be attached by usage to the transac- 
tion, the preliminary determination 
must be made by the Commission ; and 
not until this determination has been 
made, can a court take jurisdiction of 
the controversy.” 


The facts in this case do not present 
a simple question of law. The primary 
questions before us in this case are 
essentially questions of fact. We must 
determine whether the charges in ques- 
tion are (1) “reasonable” and (2) 
“necessary” within the meaning of 
those terms as used in Penn Water’s 
filed rate tariffs. And those terms 
must be considered specifically in re- 
lation to Penn Water’s operations in 
supplying electric energy to Con- 
solidated. Such words thus used are 
words of art and require the exercise 
of judgment based on experience on 
the part of the Commission in deter- 
mining whether the disputed charges 
or any of them are to be excluded from 
the charges which Consolidated is to 
pay under Penn Water’s filed rate 
schedules. 


In Brown (W. P.) & Sons Lumber 
Co. v. Louisville & N. R. Co. (1937) 
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299 US 393, 81 L ed 301, 57 S Ct 
265, the Supreme Court points out 
clearly the situations where the courts 
may deal with disputes as to the mean- 
ing of tariffs and when resort must be 
had to a regulatory Commission. At 
page 398 the court said: 

“The simple question for decision, 
as to each shipment, is whether there 
existed ‘published through rates’ ‘in 
effect from point of origin to desti- 
nation.” The determination of that 
question requires ordinarily merely the 
examination of the tariffs. The en- 
quiry would, in all respects, be like that 
commonly made by courts when called 
upon to construe and apply any other 
document. This is not a case like 
Standard Oil Co. (Indiana) v. United 
States (1931) 283 US 235, 238, 239, 
75 Led 999, 51 S Ct 429, where there 
was required ‘consideration of matters 
of fact and the application of expert 
knowledge for the ascertainment of 
the technical meaning of the words 
and a correct appreciation of a vari- 
ety of incidents affecting their use.’ 
Here, the shippers might have brought 
their action at law without resort to 
the Commission.” 

It is thus firmly established that the 
construction and application of rail- 
road tariffs, which call for technical 
knowledge pertaining to transporta- 
tion, must first be passed upon by the 
Interstate Commerce Commission be- 
fore court relief may be invoked. 
Great Northern R. Co. v. Merchants 
Elevator Co. supra; Brown (W. P.) 
& Sons Lumber Co. v. Louisville & 
N. R. Co. supra; Texas & P. R. 
v. American Tie & Timber Co. 
(1913) 234 US 138, 146, 147, 58 
L ed 1255, 34 S Ct 885; Standard 
Oil Co. (Indiana) v. United States, 
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supra; Armour & Co. v. Alton R. Co, 
(1941) 312 US 195, 202, 85 L eq 
771, 61 S Ct 498. The same rule 
applies with equal force to other ad- 
ministrative agencies when issues arise 
respecting matters committed by law 
to administrative determination, 
United States Nav. Co. v. Cunard 
Steamship Co. (1932) 284 US 474, 
481-483, 76 L ed 408, 52 S Ct 247. 

[4] The complaint in this case was 
filed pursuant to the pertinent pro- 
visions of the Federal Power Act, in- 
cluding § 306, 16 USCA § &25¢, 
which provides : 

“Any person, state, municipality, 
or state Commission complaining of 
anything done or omitted to be done 
by any licensee or public utility in 
contravention of the provisions of this 
act may apply to the Commission by 
petition which shall briefly state the 
facts, If such licensee or 
public utility shall not satisfy the com- 
plaint within the time specified or there 
shall appear to be any reasonable 
ground for investigating such com- 
plaint, it shall be the duty of the Com- 
mission to investigate the matters com- 
plained of in such manner and by such 
means as it shall find proper.” (Italics 
added. ) 


The duty imposed upon the Com- 
mission by this section of the act is in 
addition to its duties and obligations 
under other provisions of the Federal 
Power Act. Section 206(a) of the 
act, 16 USCA § 824e(a), provides: 

“Section 206. (a) Whenever the 
Commission, after a hearing had upon 
its own motion or upon complaint, 
shall find that any rate, charge, or 
classification, demanded, observed, 
charged, or collected by any public 
utility for any transmission or sale 
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subject to the jurisdiction of the 
Commission, or that any rule, regu- 
lation, practice, or contract affecting 
such rate, charge, or classification is 
unjust, unreasonable, unduly discrim- 
inatory or preferential, the Commis- 
sion shall determine the just and 
reasonable rate, charge, classification, 
rule, regulation, practice, or contract 
to be thereafter observed and in force, 
and shall fix the same by order.” 

Thus the Commission is called upon 
to determine whether the charges billed 
by Penn Water to Consolidated and 
questioned by Consolidated are reason- 
able and necessary operating expenses 
within the meaning of those terms as 
used in Penn Water’s filed rate sched- 
ules. 

[5] The determination of the issues 
thus posed also brings directly into 
question the validity of the charges 
billed Consolidated and recorded by 
Penn Water upon its books of account 
pursuant to the Commission’s pre- 
scribed Uniform System of Accounts 
under the provisions of § 301(a) of 
the act, 16 USCA § 825(a), which, in 
pertinent part, provides: 

“The Commission, after notice and 
opportunity for hearing, may deter- 
mine by order the accounts in which 
particular outlays and receipts shall 
be entered, charged, or credited. The 
burden of proof to justify every ac- 
counting entry questioned by the Com- 
mission shall be on the person making, 
authorizing, or requiring such entry, 
and the Commission may suspend a 
charge or credit pending submission 
of satisfactory proof in support there- 
of.” (Italics added. ) 

The complaint and the record before 
us raises doubt as to whether the ex- 
penses billed by Penn Water to Con- 


solidated are “reasonable and neces- 
sary” within the meaning of those 
words as used in Penn Water’s filed 
rate schedules. Accordingly, we ques- 
tion the accounting entries by which 
such charges have been reflected on 
the books of account of Penn Water 
and find that it is necessary and de- 
sirable in the public interest that Penn 
Water justify such entries and charges 
as provided by § 301(a) of the Fed- 
eral Power Act, at the hearing upon 
the merits in this docket. 

The best way of bringing this litiga- 
tion to a conclusion is to proceed at 
once to a hearing on the merits. 

It is clear from the record before 
us that the Commission has jurisdic- 
tion and authority to hear and deter- 
mine the issues raised by Consolidat- 
ed’s complaint. Orderly procedure in 
the administrative process requires 
that our prior order separating the 
issues be vacated and hearings pro- 
ceed so that timely determination of 
the issues respecting the merits may be 
made. 

The Commission, having considered 
the full record before it, including the 
complaint of Consolidated, the answer 
of Penn Water thereto, and the var- 
ious motions filed by Penn Water and 
the responses thereto, further finds: 

(1) It is clear from the record be- 
fore us that the Commission has ju- 
risdiction and authority to hear and 
determine the issues raised by Consol- 
idated’s complaint. 

(2) For the reasons fully stated 
herein, Penn Water’s motion to dis- 
miss should be denied. 

(3) The matters and issues in- 
volved in this proceeding, and which 
the Commission is called upon to 
determine, raise serious question as to 
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whether Penn Water has correctly and 
properly (i) billed Consolidated under 
Penn Water’s filed rate schedule and 
(ii) recorded in its books of ac- 
count, pursuant to the Commission’s 
Uniform System of Accounts, those 
expenses which Consolidated has ques- 
tioned in its complaint; and, accord- 
ingly, it is desirable and in the public 
interest that Penn Water go forward 
in the first instance, and assume the 
burden of proof to justify and show 
that each and every entry upon its 
books of account, brought into ques- 
tion by Consolidated’s complaint con- 
cerning the expenses billed to it by 
Penn Water, under Penn Water’s filed 


rate schedule, both prior to Febru- 
ary 1, 1949, and subsequent thereto 
covering sales of electric energy, re- 
flects a reasonable and necessary ex- 
pense within the meaning of Penn 
Water’s rate schedules. 

(4) Orderly procedure and expedi- 
tious disposition of the matters and 
issues presented require that upon 
completion of testimony and evidence 
by Penn Water in justification of 
the expenses billed under its filed rate 
schedule and as provided in (3) above, 
Consolidated shall have the burden of 
justifying the matters and _ things 
about which it complains and as set 
forth in its complaint. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Indian Lake Power & Light 


Corporation 


Case 14559 
March 23, 1953 


P ROCEEDING to determine propriety of contract between power 
company and majority stockholder; approval of contract 
denied. 


Corporations, § 16 — Purchase of electricity — Contract with officer. 

1. The Commission withheld approval of a contract between a power cor- 
poration and its president and majority stockholder pursuant to which the 
corporation agreed to purchase electricity from its president at actual produc- 
tion cost plus 6 per cent on the president’s net investment in production plant, 
where the summary of the contract submitted to the Commission did not 
represent the actual agreement between the parties, where the computation 
of the depreciation of plant owned by the president made no allowance for 
the salvage value, and where the company’s president computed his return 
on the basis of 6 per cent of original cost less depreciation at the beginning 
of the year instead of on the basis of an average figure, p. 55. 


Depreciation, § 31 — Consideration of salvage in computation. 
2. Any computation of depreciation on an electric plant consisting of a 
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cement block building and three diesel generating units which makes no al- 
lowance for salvage is erroneous, p. 55. 


Corporations, § 5 — Contracts with officers — Commission jurisdiction. 
3. The Commission is authorized to disapprove any contract or arrangement 
between a utility corporation and an owner of more than 5 per cent of its 
voting stock upon a finding that such agreement is not in the public interest, 


p. 56 


Corporations, § 16 — Purchasing of generating equipment — Action by president. 
4. The need for speed is no justification of the action by the president of a 
power company in purchasing generating equipment from the War Assets 
Administration in his own name, but for the benefit of the corporation, and 
retaining it over a 5-year period, p. 56. 


Corporations, § 16 — Sales of electricity by president to corporation. 
5. The Commission, after determining that a contract between a utility cor- 
poration and its president, pursuant to which the utility was purchasing 
electricity from its president and paying him its actual production cost plus 
6 per cent of the depreciated purchase price of the equipment, was improper, 
ordered the utility immediately to cease making payments to him and to take 
steps to recover the amount of the excess charges over the years, p. 57. 


Return, § 11 — Basis for computation. 


Statement that the base on which a utility’s return should be computed is the 
average original cost less depreciation over a yearly period and not original 
cost less depreciation at the beginning of the year, p. 56. 


By the Commission: On Septem- 
ber 16, 1949, a document purporting 
to be a summary of an arrangement 
between the Indian Lake Power and 
Light Corporation and Charles H. 
Wilson, its president and majority 
stockholder, for the purchase of elec- 
tricity by the corporation from Mr. 
Wilson, was filed with this Commis- 
sion. This proceeding was instituted 
to inquire into the propriety of that 
arrangement. 

Indian Lake Power and Light Cor- 
poration furnishes electricity to ap- 
proximately 365 customers in the town 
of Indian Lake, Hamilton county. It 
owns and operates a hydroelectric 
plant on the Cedar river, about 10 
miles from the hamlet of Indian Lake, 
with a rated capacity of 146 kilowatts, 
but which operates at a capacity of 


only about 105 kilowatts. It also 
owns two auxiliary gasoline gener- 
ators with a capacity of 90 kilowatts 
each. This equipment is very expen- 
sive to operate and is apparently of 
value only as standby equipment in 
the event of an emergency. 

Charles H. Wilson is the president 
of the corporation and owns 45 of its 
outstanding 73 shares of common 
stock. The balance of 28 shares is 
owned by his father, Beecher Wilson. 
No dividends have been paid either 
on the common or preferred stock since 
the organization of the corporation in 
1928. The annual report for 1951 
shows a deficit of slightly over $20,- 
000. In addition, there is an accumu- 
lation of $3,588 of unpaid dividends 
on the preferred stock. 

In 1945 the corporation was in need 
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of an additional source of electricity. 
Consideration was given to the pur- 
chase of the electricity needed, but the 
cost was prohibitive at the points 
where electricity could be purchased. 

Consideration was also given to 
the acquisition of control of the 
Wakley dam, located upstream from 
the corporation’s dam on the Cedar 
river and owned by Finch, Pruyn and 
Co. and International Paper Co. 
Such control, together with increas- 
ing the height of the company’s dam 
on the Cedar river and the instal- 
lation of a larger penstock, would en- 
able the corporation to increase its 
hydroelectric capacity by from 25 to 
40 per cent. This alone would not 
have enabled the company to meet 
the full demand of its system. How- 
ever, it appears that at a cost of 
approximately $15,000, the company 
would increase its hydroelectric ca- 
pacity by about 150,000 kilowatt hours 
a year without any appreciable increase 
in operating expenses. 

The corporation has acquired con- 
trol of the Wakley dam but has not 
completed the work necessary to gen- 
erate the additional output. 


Year 


Average cost for entire period—3.57¢ 


Kw. Hr. 
Supplied (a) 


In 1946 the War Assets Administra- 
tion had diesel generators for sale. Mr. 
Wilson decided to purchase one 200. 
kilowatt and two 60-kilowatt diesel 
units for the sole benefit of the corpora- 
tion and to supply the corporation with 
electricity as needed at actual cost of 
production plus a 6 per cent return on 
the original cost less depreciation on 
the diesel generating plant until such 
time as the corporation was in a 
position to purchase the plant. Mr. 
Wilson purchased the three diesel 
units in 1946 and 1947 and installed 
them in a cement block building which 
he constructed on land owned by him 
in the hamlet of Indian Lake which 
is in the center of the corporation’s 
system. The reported total cost of the 
diesel units, exclusive of the land, is 
$27,647.29. 

Mr. Wilson has operated the gen- 
erators in his individual capacity and 
has sold most of the electricity gener- 
ated to the corporation. In 1948 some 
of the electricity was used by Mr. 
Wilson in a pulpwood operation con- 
ducted by him. Mr. Wilson has sup- 
plied the corporation with electricity 
as follows: 


Average 


Total Charge Price 


$1,180.00 (b) 


783.63(c) (d) 
$28,825.74 


(a) Not metered. Computed on the basis of 9 kw. hr. for each gallon of fuel oil consumed 


as determined by tests made at various times. 
(b) Billed at 2¢ per kw. hr. 


(c) Includes charge for depreciation at annual rates higher than the 5% rate set forth in 


contract submitted by the corporation. 


(d) Includes cost of overhauling 1—60-kw. diesel unit. 


During this period the corporation 
produced the following electricity at 
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its hydro station according to its an- 


nual reports : 
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Kw. Hr. Produced 


Average cost for entire period—1.02¢ 


Average 
Cost 
1.06¢ 
0.81¢ 
1.02¢ 
1.18¢ 
1.07¢ 


Production Cost (a) 
$4,899.57 
$4,235.79 
$4,523.98 
$5,383.84 
$5,349.66 


(a) Includes depreciation on book cost of production plant at annual rates established by 


corporation but does not include return. 


(b) Includes 15,000 kw. hr. generated by gasoline units. 


On the basis of these figures, the 
average cost per kilowatt hour of the 
combined supply (purchased and pro- 
duced) is 1.17 cents for 1946, 1.38 
cents for 1947, 1.83 cents for 1948, 
1.91 cents for 1949, and 1.90 cents 
for 1950. Assuming a 25 per cent 
increase in the capacity of the hydro 
station, the average cost per kilowatt 
hour of the total supply for 1950 
(742,000) would have been approxi- 
mately 1.5 cents. 

Mr. Wilson testified that the hydro 
station and the three diesel units have 
proved to be an ideal combination and 
that all three diesel units are necessary 
to supplement the hydroelectricity 
produced in order to maintain con- 
tinuous service, meet the steadily in- 
creasing demand, and provide reserve 
capacity for future growth. The 
hydro station is operated whenever 
there is sufficient water to warrant its 
use. When the hydro station is in 
operation, the diesel units are kept 
floating on the system as an auxiliary 
source of supply. When the hydro 
station is down the diesel units are 
used to supply the entire load of the 
system. The small diesel units are 
used daily and the large diesel unit is 
used every day in the peak season and 
frequently throughout the remainder 
of the year. 

[1, 2] No written contract or ar- 
rangement was entered into between 


Mr. Wilson and the corporation and 
filed with this Commission. The 
summary which was filed purports to 
be a summary of the actual arrange- 
ment between the parties. According 
to it, Mr. Wilson was to supply elec- 
tric energy to the company at “actual 
production cost plus 6 per cent on the 
net investment (depreciated original 
cost) in production plant.” Produc- 
tion cost was defined in the summary 
as follows: 

“Production cost is to include diesel 
oil, operating materials, supplies and 
labor, ordinary maintenance, and 5 
per cent annual depreciation computed 
on the total original cost of the equip- 
ment. 

“Under this arrangement, cost will 
be the same as if the equipment was 
owned and operated by the corpora- 
tion.” 

Statements of the cost of generat- 
ing electricity in the diesel plant, in- 
cluding depreciation, for the years 
1948, 1949, and 1950, were submitted 
by Mr. Wilson and received as Ex- 
hibits 2 and 3. These exhibits show 
that the corporation has paid Mr. 
Wilson more for electricity than the 
filed summary provides. Accordingly, 
the summary does not represent the 
actual agreement between the parties. 

Exhibits 2 and 3 submitted by Mr. 
Wilson show that depreciation was 
computed at 10 per cent per annum on 
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the building and the large diesel unit, 
and at 334 per cent per annum on the 
small diesel units, whereas the verified 
summary provides for a rate of 5 per 
cent per annum on the entire diesel 
plant. 

Furthermore, no allowance was 
made for salvage in computing depre- 
ciation. It is obvious that a plant 
consisting of a cement block building 
and three diesel generating units would 
have a net salvage value at the expira- 
tion of an estimated average life of 
twenty years. Based upon the Com- 
mission’s experience with similar prop- 
erties, an estimate of such net salvage 
would be approximately 5 per cent of 
the original cost of the plant and a 
provision therefor should be made in 
the depreciation computations. 

The method used by Mr. Wilson in 
computing the amount of the charge 
to the corporation for electricity sold 
to it is subject to criticism in another 
respect. He has computed his return 
on the basis of 6 per cent of the orig- 
inal cost less accrued depreciation at 
the beginning of each year. The Com- 
mission has consistently held that a 
return should be computed on the 
basis of an average figure. The rec- 
ord does not enable us to find the 
exact amount which has been over- 
charged by Mr. Wilson in excess of 
the amount which would have been 
billed if the cost were computed on the 
basis of a 5 per cent rate of depre- 
ciation as specified in the summary 
with a net salvage of 5 per cent of 
the original cost of the diesel plant 
and if the return had been computed 
on the basis of average original cost 
less depreciation. However, the cost 
to the corporation would have been 
approximately $2,500 less than the 
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$28,825.74 actually billed for the pe. 
riod from May, 1946, through Decem. 
ber 31, 1950, as shown by the table 
on page 54. 

[3] As an owner of more than 5 
per cent of the voting capital stock of 
the corporation, Mr. Wilson is an af- 
filiated interest under § 110 of the 
Public Service Law. Subdivision 4 of 
that section provides that all contracts 
or arrangements and verified sum- 
maries of all contracts and arrange- 
ments with affiliated interests for the 
purchase of electricity shall be filed 
with this Commission before the same 
shall become effective. The Commis- 
sion is authorized to disapprove any 
such contract or arrangement upon a 
finding that it is not in the public 
interest. 

[4] According to Mr. Wilson’s tes- 
timony and the filed summary, the 
diesel units were purchased by him for 
the sole benefit of the corporation and 
were to be transferred to the corpora- 
tion as soon as adequate financial ar- 
rangements could be made. More 
than five years has elapsed since the 
original acquisition and the transfer 
of the property to the corporation has 
not been consummated. The record 
not only contains no justification for 
the delay, but it does not disclose suf- 
ficient reason for the acquisition of 
the generating units in Mr. Wilson’s 
individual capacity. Mr. Wilson tes- 
tified that this was done because he had 
to act speedily in order to acquire 
the units from the War Assets Ad- 
ministration and he was of the opinion 
that a hearing before this Commission, 
presumably to approve the financing, 
would consume a long time. This 
fails to justify the purchase of the 
equipment in Mr. Wilson’s name and 
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its retention by him for over five 
years. 

Whenever possible an operating 
electric utility should own its generat- 
ing facilities. Here there are facts 
which make it particularly desirable 
that this corporation acquire the die- 
sel units from Mr. Wilson. 

So long as Mr. Wilson retains the 
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tracts 
sum- # diesel units in his individual capacity 
ange- # and sells the electricity produced there- 
r the by to the corporation, there is little in- 
filed centive for him, as president of the 
same corporation, to complete the necessary 
Imis- work to increase hydroelectric genera- 
any tion which is now possible as the result 
on a of the acquisition of the control of 
tblic Wakley dam. The completion of this 
work should enable the corporation 
tes- to generate additional electricity at a 
the much lower cost. Under these circum- 
for stances, we believe that Mr. Wilson 
and and the corporation should im- 
yra- mediately take steps to transfer 
ar- the diesel generating units to the 
ore corporation. 
the [5] The filed summary cannot be 
fer approved because it does not reflect the 
nas actual arrangement between the par- 
ord ties. The actual arrangement between 
for the parties has resulted in a charge 
uf- for electricity in excess of the cost of 
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production plus a 6 per cent return on 
the depreciated original cost of the 
plant. Under subdivision 4 of § 110, 














ad the charge for the electricity furnished 
re by Mr. Wilson to the corporation can- 
d- not exceed a just and _ reasonable 
= charge. Although the record does not 
allow of a determination with exacti- 
. tude of the just and reasonable charge 
for the electricity, it appears that that 
j portion of the payments in excess of 





the cost of production plus a 6 per cent 
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return on the depreciated original cost 
is in excess of a just and reasonable 
charge. Mr. Wilson should imme- 
diately cease collecting from the cor- 
poration any such excessive charges. 
He should promptly repay to the cor- 
poration the amounts which he has 
received in excess of the cost of pro- 
duction plus a 6 per cent return on the 
original cost of the diesel generating 
units less accrued depreciation. This 
cost should be computed on the basis 
of a 20-year life and a 5 per cent net 
salvage. The 6 per cent return should 
be computed on the basis of an average 
annual amount, rather than taking the 
amount at the beginning of the year 
as has been done. 

The corporation should immediately 
cease making payments to Mr. Wil- 
son which are herein found excessive, 
and, in addition, should promptly 
take steps to recover the amount 
of the charges herein found to be 
excessive. 

The record does not enable us to 
compute the amount of the over- 
charges from May, 1946, through De- 
cember 31, 1950, and it does not dis- 
close the amount of the overcharges 
from December 31, 1950, to date. 
Accordingly, Mr. Wilson and the cor- 
poration should submit, for the exam- 
ination and approval of this Commis- 
sion, within 60 days after the service 
of a copy of this memorandum, a 
verified statement in writing which 
shall show in detail by calendar years, 
all charges for electricity made by Mr. 
Wilson to the corporation, the cost of 
the electricity furnished, and the 
amount of the reimbursements made 
by Mr. Wilson to the corporation. 
Upon the receipt of such reports, the 
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actions against Mr. Wilson and the 
corporation. 


Commission will then consider the 
question of the institution of penalty 





IOWA SUPREME COURT 


Berner 
Vv. 
Interstate Power Company 


No. 48191 
— Iowa —, 57 NW2d 55 
February 10, 1953 


PPEAL from lower court judgment for electric utility defendant 
A on complaint by consumer for damages for discontinuance 
of service at residence because of delinquent bill at business estab- 

lishment ; reversed and remanded. 


Payment, § 39 — Method of enforcement — Denial of service. 
An electric company’s rule to the effect that the company may discontinue 
service at an address which is the homestead at which there is no arrearage § 
for service furnished, because the consumer refuses to pay for past-due serv- 
ice for some other and independent use, or at some other place, is unrea- 
sonable. 


Payment, § 33 — Method of enforcement — Discontinuance of service. 
Discussion of rules relating to discontinuance of service for nonpayment of 
charges, p. 59. 

Payment, § 58 — Deposits — Service to be furnished. 

—* of rules relating to deposits for utility service to be furnished, 
p. 60. 


* 


APPEARANCES: David O. Shaff and 
Robert J. Byers, Clinton, for appel- 
lant; Edward C. Halbach and Carroll 
F. Johnson, Clinton, for appellee. 


Hays, J.: Law action for damages. 
The issue on this appeal concerns a 
ruling by the trial court on points of 
law, as provided for in 58 ICA Rule 
105, RCP. Based upon such ruling, 
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plaintiff’s petition was dismissed and 
she appeals. 

Defendant is a public utility, fur- 
nishing electric current to the resi- 
dents of the city of Clinton, Iowa. 
Plaintiff, a resident of Clinton, resides 
at 630 Sixth avenue south. At and 
prior to the time in question, she was 
being furnished electric current at said 
address by defendant. Also, some- 
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time prior to May 14, 1951, plaintiff 
owned and operated a restaurant at 62 
Main avenue. This business had 
been discontinued with an electric bill 
of $129.56, due to defendant. On 
May 14, 1951, this bill not being paid, 
defendant discontinued service at 630 
Sixth avenue south; although there 
was no arrears as to that address. On 
June 13, 1951, service was restored 
at the Sixth avenue residence. This 
action is for damages on account of 
the discontinuance of service. 

In Division II of defendant’s an- 
swer, it is asserted that such discon- 
tinuance was authorized under cer- 
tain rules and regulations of the 
company. These rules are: “(1) 
Rules and Regulations on File. <A 
copy of all rates, rules, and regulations 
under which electric service will be 
supplied are to be kept on file for the 
public’s benefit in the offices of the 
company. All electric service fur- 


nished by the company shall be subject 
to the following rules and regulations. 


(2) Application for Service. A writ- 
ten application or contract, upon the 
form provided by the company, will 
be required from each prospective 
customer before the service is con- 
nected. A duplicate copy of such 
application will be furnished the cus- 
tomer upon request. The company 
may refuse to render service to any 
applicant indebted to the company for 
service rendered at another location 
until the customer has paid, or made 
satisfactory arrangements to pay, such 
indebtedness and has complied with 
other requirements for service.” 

By reply plaintitf asserts said rules 
and regulations are unreasonable and 
void. It asked the trial court to pass 
upon the following legal question: 


“Are the rules and regulations of a 
utility company reasonable which pro- 
vide that service may be denied at a 
party’s residence where a bill is paid 
in full in order to affect payment of a 
delinquent business account?’ The 
trial court held in the affirmative and 
dismissed plaintiff’s petition. Thus 
the appeal. 

I. At the outset we make the fol- 
lowing observation. Both appellant 
and appellee assume the rules, above 
set forth, are applicable to the instant 
facts. The trial court adopts this 
assumption, stating the issue to be: 
“Whether or not a public utility com- 
pany may discontinue or deny service 
to a patron refusing to pay a past due 
undisputed bill for service regardless 
of the address to which rendered.” 
This being the theory upon which the 
matter was presented to, and deter- 
mined by, the trial court, we shall 
adopt this theory as correct. We do 
not determine it as a fact. While we 
observe in appellant’s reply brief and 
argument the correctness of this theory 
is questioned, it was not raised in the 
trial court and appears to be an after- 
thought. 

II. The rule is well established that 
a public utility has the power, except 
as otherwise regulated by statute, to 
prescribe and adopt reasonable rules 
and regulations. 73 CJS, Public Util- 
ities, $6. Section 397.28, Code of 
1950, ICA, specifically authorizes the 
same. It is generally recognized that 
a public utility may adopt and enforce, 
as a reasonable regulation for the 
conduct of its business, a rule that 
service may be refused at a new ad- 
dress to a customer delinquent as to 
a former address; that service may be 
cut otf at a given address on account 
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of a delinquency at such address ; that 
before service is initially furnished the 
prospective customer may be required 
to deposit a reasonable amount to 
safeguard the account or be required 
to pay, in advance at stated periods, a 
reasonable estimated amount to cover 
service to be furnished. Cedar Rapids 
Gas Light Co. v. Cedar Rapids (1912) 
144 Iowa 426, 120 NW 966, 48 LRA 
NS 1025; Bailey v. Interstate Power 
Co. (1930) 209 Iowa 631, 228 NW 
644; Birmingham v. Rice Bros. 
(1947) 238 Iowa 410, 26 NW2d 39, 
2 ALR2d 1108; 43 Am Jur, Public 
Utilities, § 64; Annotations, 112 ALR 
237 and 132 ALR 914. 

In authorizing such regulations, it 
is recognized that a public utility has 
peculiar status in that, unlike the ordi- 
nary business operator, it is not free 
to accept or reject its patrons. It is 
recognized that, in the main, its ac- 
counts with its individual patrons 
over any stated period, usually on a 
monthly basis, are small. To require 
them to continue such service, after 
delinquencies, and collect the same in 
the ordinary manner would work an 
unjust hardship upon them. Balanc- 
ing the necessity that people of a com- 
munity be furnished this service 
against the right of the utility to re- 
ceive fair compensation for services 
rendered, such rules may be adopted 
and made a part of the contract be- 
tween the supplier and the consumer. 
Thus the common thought that a 
public utility must serve all comers is 
correct only to the extent that it must 
serve all comers who agree to and do 
observe the reasonable rules and regu- 
lations thus adopted. Birmingham v. 
Rice Bros., supra. 

The question presented by this ap- 
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peal is one step advanced of the usual 
situation and appears to be one of first 
impression in this court. Decisions 
on the question in other jurisdictions 
are relatively few in number and not 
in full agreement. 43 Am Jur, Pub 
lic Utilities, § 71, states that law 
upon this question is unsettled. See 
also DePass v. Broad River Power 
Co. (1934) 173 SC 387, 176 SE 325, 
95 ALR 545, 556, and Reese v. Qual- 
trough (1916) 48 Utah 23, 156 Pac 
955, 14 ALR 94. 

Many of the cases relied upon by 
both appellant and appellee may be 
distinguished from the instant case 
upon their facts. They all recognize 
the peculiar status of the utility com- 
pany and the necessity of granting to 
it certain privileges for the collection 
of its accounts other than the usual 
way in which debts are collected. 
They all recognize the relationship 
between the company and the indi- 
vidual consumer to be a contractual 
one. Many regard each address to 
which service is furnished, and which 
is handled and billed as a single unit, 
as representing a wholly separate and 
independent transaction irrespective 
of the fact that one individual may 
receive bills for various addresses or 
units served. We think this to be the 
reasonable view to take and as stated 
in Hatch v. Consumer’s Co. (1909) 
17 Idaho 204, 104 Pac 670, 674, 40 
LRA NS 263: “This claim, if an 
obligation against plaintiff, was a 
wholly separate transaction, and must 
be collected in the usual way in which 
debts are collectible. It cannot be 
wrung from the plaintiff by preying 
on his present rights and necessities 
for an essential to life and health.” In 
Miller v. Roswell Gas & E. Co. 
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BERNER v. INTERSTATE POWER CO. 


(1917) 22 NM 594, PUR1918A 21, 
23, 166 Pac 1177, it is said: ‘That 
it has the right to demand payment in 
advance, or a reasonable deposit to 
secure payment for the contemplated 
service, is undisputed, but it cannot re- 
fuse to furnish service to a building 
or residence because the proposed con- 
sumer Owes it a past-due obligation 
for service at some other and distinct 
place, or for some other service. For 
the collection of such accounts the 
law affords public service companies 
the same remedies enjoyed by others. 
Water and light are indispensable, and 
companies engaged in supplying such 
commodities undertake to do so to all 
applying and complying with reason- 
able rules and regulations. Such com- 
panies have no right to withhold such 
service for the purpose of enforcing 
the payment of past-due indebtedness, 
unless such indebtedness is incurred 
for the current use of the same upon 
the premises supplied.” See also 
Gas-Light Co. of Baltimore v. Colliday 
(1866) 25 Md 1; Southwestern Gas 
& E. Co. v. Stanley (1934) 123 Tex 
157, 70 SW2d 413; Benson v. Paris 
Mountain Water Co. (1911) 88 SC 
351, 70 SE 897; Lloyd v. Washing- 
ton Gaslight Co. (1881) 1 Mackey 
(DC) 331. For authority to the con- 
trary see DePass v. Broad River Pow- 
er Co., supra; Mackin v. Portland Gas 
Co. (1900) 38 Or 120, 61 Pac 134, 
62 Pac 20, 49 LRA 596; People v. 


Manhattan Gas Light Co. (NY 1865) 
45 Barb 136. 

Attached to appellee’s answer is a 
letter apparently signed by appellant 
under date of Dec. 10, 1949, and ad- 
dressed to appellee which states that 
appellant will be responsible for gas 
and electric bills pertaining to 62 Main 
avenue. Under this letter, appellee 
claims a consent was given by appel- 
lant that the company might take the 
steps taken if a delinquency existed at 
said address. That involves a fact 
question which was not before the 
trial court and is not before us on this 
appeal. 

We hold that if rule (2), supra, be 
to the effect that the appellee may dis- 
continue service at an address which is 
the homestead at which there is no 
arrearage for service furnished, be- 
cause said consumer refuses to pay for 
past-due service for some other and 
independent use, or at some other 
place, such rule is unreasonable as 
exacting from the appellee’s patrons 
something to which it was not entitled 
under the law. 

For the reasons above stated, the 
judgment of the trial court is reversed 
and the cause remanded for trial on 
the issues in accord with above pro- 
nouncement. 

Reversed and remanded. 


All justices concur except Smith 
and Larson, JJ., who take no part. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Superior Water, Light & 
Power Company 


2-U-4001 
March 13, 1953 


PPLICATION by electric company for authority to transfer its 
A “tax benefit deferred account” to its reserve for depre- 
ciation; approved. 


Accounting, § 28 — Transfers to depreciation reserve — Tax benefit. 
An application by an electric company for authority to transfer its “tax 
benefit deferred account” to its depreciation reserve at once, in lieu of a 
gradual amortization of that amount to its surplus account, was approved 
where a study of the theoretical depreciation reserve requirement applicable 
to various classes of plant indicated that the actual depreciation reserve for 
plant on the books was less than the amount of the theoretical reserve re- 


quirement and that, consequently, 


the proposal was in conformity with 


sound accounting practice and consistent with the public interest. 


* 


By the Commission: On March 5, 
1953, Superior Water, Light and 
Power Company filed an application 
with the Commission praying for an 
order authorizing and directing said 
company to transfer, as of January 
1, 1953, the $501,208.64 remaining 
in its Tax Benefit Deferred account on 
said date to its Depreciation Reserve 
account and to apportion $242,036.41 
of said amount to its depreciation re- 
serve for electric utility plant and the 
balance of $259,172.23 to its depre- 
ciation reserve for water utility plant. 

On September 15, 1942, the United 
States War Department, acting pur- 
suant to § 124 of the Internal Revenue 
Code, 26 USCA § 124, issued a cer- 
tificate to the applicant to the effect 
that an addition to the company’s 
Winslow Steam Electric Station was 
necessary in the national defense and 
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thereby permitted the company to re- 
duce its Federal income taxes by spe- 
cial amortization of the investment 
applicable to said certificate. 

On April 5, 1943, the Federal Se- 
curities and Exchange Commission 
entered an order requiring the ap- 
plicant to charge its earned surplus 
account and credit a deferred credit 
account with the amount by which 
normal Federal income taxes would 
be reduced through said special amor- 
tization. As a result of said order, 
the applicant has credited its deferred 
credit account entitled “Tax Benefit 
Deferred account” with an aggregate 
amount of $696,123.15. On July 23, 
1946, the Securities and [xchange 
Commission entered a supplementary 
order which required applicant to 
transfer annually to earned surplus 
account one twenty-fifth of the balance 





RE SUPERIOR WATER, 


in said Tax Benefit Deferred account 
at January 1, 1946. This accounting 
treatment was also required by the 
Public Service Commission of Wis- 
consin by directive dated December 
4, 1944. 

As a result of said directives, the ap- 
plicant has transferred $194,914.51 
from its Tax Benefit Deferred account 
to its Surplus account, leaving a bal- 
ance of $501,208.64 in said Tax Ben- 
efit Deferred account as of December 
31, 1952. 

The applicant has made a study of 
the theoretical depreciation-reserve 
requirement applicable to its various 
dasses of plant from which it appears 
that the actual depreciation reserves 
for its electric and water plant now 
on the books of the company are less 
than the amount of the theoretical de- 
preciation-reserve requirement. The 
applicant therefore proposes to trans- 
fer said balance of $501,208.64 as of 
January 1, 1953, to its depreciation 
reserves for electric and water plant 
in lieu of the current requirement of 


LIGHT & POWER CO. 


a gradual amortization of said amount 
to its surplus account. 

The Commission finds: 

That the proposal of the applicant 
herein conforms with sound account- 
ing practice and is consistent with the 
public interest. 

The Commission concludes : 

That it has jurisdiction, under 
§ 196.06(3), to enter an order grant- 
ing the application herein. 


ORDER 


The Commission hereby orders: 

That Superior Water, Light and 
Power Company be and is hereby au- 
thorized and directed, pursuant to 
§ 196.06(3) of the Wisconsin Statutes 
to transfer the $501,208.64 remaining 
in its Tax Benefit Deferred account on 
January 1, 1953, to its Depreciation 
Reserve account, apportioning $242,- 
036.41 of said amount to its depre- 
ciation reserve for its electric utility 
plant and the balance of $259,172.23 
to its depreciation reserve for its water 
utility plant. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re New York State Electric & Gas 
Corporation 


Case 16079 
March 23, 1953 


F gemini by electric company for authority to issue promis- 
sory note to finance acquisition of facilities of another electric 
company; denied. 


Security issues, § 88 — Amount — Property acquisition. 
It is against public policy to permit the issuance of obligations for the ac- 
quisition of property in an amount in excess of the amount proper for rate- 


making purposes. 


- 


63 
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NEW YORK PUBLIC SERVICE COMMISSION 


APPEARANCES: Lawrence E. Walsh, 
Counsel (by Joseph J. Doran, Assis- 
tant Counsel), for the Public Service 
Commission; Harry G. Slater, Syra- 
cuse, Associate General Counsel, for 
Niagara Mohawk Power Corpora- 
tion; Lauman Martin, Syracuse, Vice 
President and General Counsel, for 
Niagara Mohawk Power Corpora- 
tion; Naylon, Foster, Shepard & 
Aronson (by Edmund B. Naylon and 
George Foster, Jr.), New York, At- 
torneys, for New York State Electric 
& Gas Corporation ; LeBoeuf, Lamb & 
Leiby (by Randall J. LeBoeuf, Jr., and 
Chauncey P. Williams, Jr.), New 
York, Attorneys, for International 
Hydro Electric System; Allen M. 
Light, Plattsburgh, Corporation 


Counsel, for the city of Plattsburgh; 
Wyllys A. Dunham, Corinth, Attor- 
ney, for the village of Corinth; Paul 
Reed Taylor, Penn Yan, of Counsel, 


Plattsburgh. 


Eppy, Commissioner: The peti- 
tioner seeks our approval to issue its 
promissory note to the Chase National 


Bank for the sum of $5,600,000. In 
view of the determination proposed it 
will serve no useful purpose to outline 
the terms of the proposed financing 
The purpose of issuing the note is to 
secure funds to pay for the acquisition 
from Eastern New York Power Cor- 
poration of its so-called Saranac 
Properties involved in Case 16078 
For the reasons stated in that opin- 
ion no determination has been made 
as to the original cost of that prop- 
erty or the accrued depreciation there- 
in. 

It has long been the policy of this 
Commission and it is clearly against 
public policy to permit the issuing of 
obligations for the acquisition of prop- 
erty in an amount in excess of the 
amount proper for rate-making pur- 
poses. That amount cannot be deter- 
mined upon the record before us. 
There are other factors which are dis- 
cussed in greater detail in Case 16078 
which would make any present deter- 
mination extremely conjectural. 

The application should, therefore, 
be denied. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Electric Utilities Report 
Extensive Expansion Programs 


yee to meet the ever-increasing de- 
mand for service has become a constant 
and important phase of electric utility industry 
life. There is substantial evidence of this ac- 
tivity in every section of the country. 

Electric utility companies—conscious of the 
desirability of keeping stockholders and in- 
vestors informed of company construction pro- 
grams—have commented upon these efforts to 
increase service capacity in their annual re- 
ports for 1952. This has become a character- 
istic feature of such reports for the past sev- 
eral years. It has been underlined by the re- 
quirements for additional electric power for de- 
iense industry and the many new power ap- 
plications within the realm of the normal con- 
sumer economy. 

The following excerpts, taken from a repre- 
sentative cross-section of current annual re- 
ports, are an indication of the great physical 
strides being made in electric utility expansion: 

llabama Power Company (Birmingham, 

\la.) has been engaged in a large construction 
program involving the expenditure in the years 
1947-1953, inclusive, of $180,000,000. Generat- 
ing capacity has been increased by 155,200 kw. 
Completion of units under construction or on 
order will bring the total capacity to 1,535,950 
kw by 1955, 

American Gas & Electric Company (30 
Church st., New York, N. Y.) reports that 
plans call for an investment by system com- 
panies of $680,321,000 in new facilities in the 
eight-year period 1947-54. This amount in- 
cludes $251,813,000 for generating facilities, 
$141,828,000 for transmission lines and _ sta- 
tions, and $286,680,000 for distribution lines, 
stations and general plant. The construction 
budget for 1953 is $126,855,000 and for 1954, 
$79,645,000. 

The Arizona 


Public Company 


Service 
(Phoenix, Ariz.) reports that its construction 
expenditures have reached $66,000,000 since 
1945, with $9,700,000 being spent in 1952. Elec- 
tric system expenditures accounted for $7,- 


100,000 of the total. The company plans to 
spend $42,000,000 in 1953-54. 

Arkansas-Missouri Power Company (Blythe- 
ville. Ark.) continued its program of improv- 
ing and extending its distribution and trans- 
mission lines in 1952. These additions and im- 
‘rovements to its electric system amounted to 
$1,336,000. 

The Atlantic City Electric Company (At- 
lantic City, N. J.) reports that $12,777,900 was 
spent on plant facilities during 1952. Plans for 
an expansion program for the next two years 


will cost $27,000,000. 


Boston Edison Company (Boston, Mass.) 
reports that construction expenditures for the 
year 1952 amounted to nearly $22,500,000, a 
new high for the company. The largest proj- 
ect completed was generating unit No. 5 at 
Edgar station, which went into operation in 
August, 1952. 

California Electric Power Company (River- 
side, Cal.) reports that the first two units of 
30,000 kw each of the ultimate 140,000 kw 
Highgrove steam plant were completed ahead 
of schedule and were in full operation for the 
last six months of 1952. A third unit of 40,000 
kw capacity is scheduled for completion late in 
1953 and a fourth unit of 40,000 kw late in 
1955. 

The California Oregon Power Company 
(Medford, Oreg.) made gross capital expendi- 
tures during 1952 for additions and improve- 
ments to electric property, plant and equip- 
ment, amounting to $16,465,687. The company 
proposes to spend $15,774,000 in 1953 to fur- 
ther its long-range construction program. 

Carolina Power & Light Company 
(Raleigh, N. C.) has added a total of 430,000 
horsepower of generating capacity, increasing 
its power resources to more than _ 1,000,000 
horsepower since the end of World War II. 
Expenditures of approximately $22,826,000 
were made for new facilities during 1952. Ex- 
penditures for 1953 are estimated at $23,000,- 


Central Illinois Electric and Gas Company 
(Rockford, Ill.) expended approximately $5,- 
400,000 for construction during 1952. Con- 
struction for 1953 is estimated to require about 
$4,000,000. 

Central Illinois Light Company (Peoria, 
Ill.) invested over $8,900,000 on new electric 
and gas facilities during 1952. Expenditures to 
continue the program during 1953 are expected 
to be about $4,500,000. 

Central Louisiana Electric Company, Inc. 
(Alexandria, La.) made construction expendi- 
tures during 1952 aggregating $7,918,476. Of 
this amount, $7,106,744 was for electric fa- 
cilities. 

Central Maine Power Company (Augusta, 
Me.) spent $14,162,800 for new construction 

(Continued on page 50) 
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and replacements in 1952. The program in- 
cluded work on the 60,000 kw additional steam- 
electric generating capacity at Wiscasset and 
on the new 45,000 kw hydro development near 
Indian Pond on the upper Kennebec river. 

Central Vermont Public Service Corporation 
(Rutland, Vt.) reports that expenditures for 
property additions, and replacements in 1952 
amounted to $2,271,506. 

The Cincinnati Gas & Electric Company 
(Cincinnati, Ohio) reports that construction 
expenditures during 1952 totaled $29,000,000, 
including about $16,500,000 for the Walter C. 
Beckjord station. It is estimated that expendi- 
tures may total $30,000,000 in 1953. 

The Cleveland Electric Illuminating Com- 
pany (Cleveland, Ohio) made expenditures in 
1952 amounting to $34,644,000, bringing the 
company’s total investment in property and 
plant at year-end to $323,000,000. Construction 
budget calls for future expenditures of more 
than $85,000,000, some $36,000,000 of which. is 
scheduled for 1953. The total cost of the com- 
pany’s post-World War IT expansion program, 
including expenditures made and contemplated, 
now stands at over $250,000,000. 

Columbus and Southern Ohio Electric 
Company (Columbus, Ohio) reports that total 
plant additions and improvements made by the 
company and its subsidiary, Columbus Transit 
Company, during 1952, cost $16,530,000. Dur- 
ing the five-year period ended 1952, such ex- 
penditures have totaled $73,803,000. The con- 


struction program for 1953 is estimated at 
$19,800,000. 

Commonwealth Edison Company (Chicago, 
Ill.) reports that construction expenditures in 
1952 were $100,493,132. Of this amount, $34,- 
100,000 was spent for electric generating plant 
construction and $49,100,000 for electric trans- 
mission and distribution facilities. It is ex- 
pected that $500,000,000 will be spent from 1953 
through 1956, with $135,000,000 estimated for 
1953. 

The Connecticut Light & Power Company 
(Berlin, Conn.) made additions and improve- 
ments to property costing $14,606,000 in 1952. 

The Connecticut Power Company (Hart- 
ford, Conn.) spent $3,960,000 during 1952 to 
increase the capacity of electric facilities. The 
1953 construction budget calls for the expendi- 
ture of $7,700,000, most of which is for trans- 
mission system improvements. 

Consolidated Edison Company of New York, 
Inc. (4 Irving pl., New York, N. Y.) reports 
that expenditures for construction in 1952 
amounted to $97,900,000, of which $89,800,000 
was spent for electric transmission, distribu- 
tion and production facilities. Expenditures of 

000,000 are forecast for the five-year pe- 
riod 1953-1957, of which $95,000,000 is budget- 
ed for 1953. 

Consolidated Gas Electric Light and Power 
Company of Baltimore (Baltimore, Md.) 
spent $29,432,000 during 1952 for plant and fa- 


(Continued on page 52) 
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Now two EYE-HYE Remote Gages give you the 
required double check on pressures 
900 Ibs and over 


Two independent remote level indicators of the compensated manometric 
type may now be used instead of one of two gage glasses required on pres- 
sures 900 psi and over. You still must have one conventional type gage, 
maintained in serviceable condition, but it may be shut off while both re- 
mote indicators are in operation. 

This is a tremendous advantage. It removes the need for checking high gages, 
maintaining mirrors or other water level reading methods. EYE-HYE’s 
sharp, illuminated indication is frequently reported as more accurate than 
gages at the drum. Now the two gages required can be at eye height — con- 
venient, safe — a true double check on the vital boiler water level. 

For full details of the new code interpretation read Case No. 1155. For in- 
formation about Reliance EYE-HYE, call your Reliance representative or 
write for Bulletin CO. 


The Reliance Gauge Column Co. 5902 Carnegie Ave., Cleveland 3, Ohio 
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cilities, approximately $24,600,000 of which 
was for the electric division. Growing de- 
mands for electricity in the company’s area 
will require substantial expansions in the 
future. 

Consumers Power Company (Jackson, 
Mich.) invested approximately $56,700,000 in 
additions and improvements during 1952. Of 
this amount, $41,300,000 went into electric fa- 
cilities. Two 85,000 kw units at the new Justin 
R. Whiting plant were added, bringing the 
total to 1,216,048 kw. Additional capacity to- 
taling 241. ,000 kw is under construction. 

The Dayton Power and Light Company 
(Dayton, Ohio) has invested over $114,000,000 
since the end of World War II, increasing the 
value of the company’s plant and property 
nearly two and one-half times. The company 
plans to continue its expansion program to meet 
future needs. 

Delaware Power & Light Company (Wil- 
mington, Del.) reports that construction ex- 
penditures to serve new customers and increase 
loads amounted to $6,550,000 during 1952. 

The Detroit Edison Company (Detroit, 
Mich.) spent $70,100,163 during 1952 for ad- 
ditions to property. Plans for 1953 include put- 
ting into operation two units of its fifth major 
generating plant, with two more units sched- 
uled for 1954; completing the design and engi- 
neering of its 6th plant ; and continued effort in 
the development of atomic materials as a fuel 
for the generation of electric power. 

Duquesne Light Company (Pittsburgh, Pa.) 
reports a record outlay for construction in 
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1952, with almost $35,000,000 having been 
spent. Expenditures in 1953 will probably ap- 


- proximate the record outlay of last year. 


Edison Sault Electric Company (Sault Ste. 
Marie, Mich.) expended a total of $329,167 
during 1952 for new generating and other fa- 
cilities—an all-time high in the company’s 
history. 

El Paso Electric Company (El Paso, Texas) 
reports that during 1952 it expended $1,402,900 
for new facilities. Work is scheduled to start 
on a 30,000 kw generating unit in June, 1953. 

The Empire District Electric Company 
(Joplin, Mo.) spent $22,600,000 during the pe- 
riod 1945-52 on new construction. The com- 
pany expects to spend an additional $10,000,000 
for new facilities during the years 1953-54. 

The Florida Power Corporation (St. Peters- 
burg, Fla.) reports that its 1952 construction 
program amounted to $25,473,799. The com- 
pany’s construction budget of $28,000,000 for 
1953 is the largest in its history. 

Florida Power & Light Company (Miami, 
Florida) estimated in 1951 that to meet the 
ten-year anticipated development of the terri- 
tory served, the capability of the system would 
have to be increased by 902,000 kw to a total 
of 1,405,000 kw by January, 1962. The esti- 
mated cost was $332,000,000. Expansions and 
improvements through 1953, the first two years 
of the plan, will total $57,200,000. 

General Public Utilities Corporation (67 
Broad st., New York, N. Y.) reports that its 
domestic subsidiaries expect to spend $80,- 
000,000 for new power plants, lines and other 
facilities in 1953. This compares with $65,- 
000,000 spent in 1952. 

Georgia Power Company (Atlanta, Ga.) 
spent more than $45,000,000 during 1952 to pro- 
vide new and expanded facilities to serve the 
company’s electric customers. It was part of a 
long-range program begun seven years ago, a 
program expected to continue for the next sev- 
eral years at approximately the same rate. 

Gulf Power Company (Pensacola, Fla.) in- 
vested approximately $30,000,000 in new gen- 
erating, transmission and distribution facilities 
during the period 1948-52 to meet the increase 
in demands for electric service. 

Houston Lighting & Power Company 
(Houston, Tex.) made gross additions to the 
plant during 1952 amounting to $23,617,098. 
The anticipated electric requirements of the 
area will necessitate an estimated expenditure 
for new construction of “ype? $28, - 
000,000 in 1953 and $37,000,000 in 1954 

Idaho Power Company (Boise, Idaho) 
spent $96,645,000 on new construction in the 
years 1945-52. The newest of the company’s 
- oe ig developments on Snake river is 
the C. J. Strike dam and power plant. This 
$21,000,000 project adds 90,000 kw of generat- 
ing capacity to the company’s interconnected 
system. 

Interstate Power Company (Dubuque, 
Iowa) conducted a construction program dur- 
ing 1952 amounting to $6,810,221. Its construc- 
tion budget for the year 1953 is estimated at 
$4,412,270 

Towa-Illinois Gas and Electric Company 

(Continued on page 54) 
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Montana is big . . . in size, potential and recent popula- 
tion growth. The Montana Power Company serves a 90,000- 
square-mile chunk of the Treasure State, third largest in 
the Union. Population of the State has leaped nearly 40% 
since 1945, to an estimated 623,000. Montana Power is 
staying ahead of that remarkable growth. We recently added 
50,000 KW. Next year we will have a third generator turning 
out an additional 60,000 KW at one of our 12 hydro plants. 
Sales of electricity have zoomed from less than 2 to nearly 
3 billion kwh since 1945, and we are selling nearly twice 
as much natural gas as we did 8 years ago. 


New and diversified industries are coming to Montana. 
Soon we will start serving a coal-processing plant, a match 
company, a tungsten concentrator, a chrome-mining opera- 
tion . . . plus our other customers. 


Even after serving the needs of a healthy . . . growing 

. ambitious State, we had energy left over in 1952. This 
we transmitted to the Pacific Northwest, which has been 
plagued by a serious power shortage. 


Our rates are low, averaging 2.44c per kwh for residential 
users, 13% under the national figure. The average Montanan 
knows how handy electricity is . . . he used 2519 kwh in 
1952, more than the average throughout the nation. 


Revenue last year was up 12% but increased costs of ma- 
terial, labor, taxes, etc., kept the net down to a 7% gain 
over 1951. Taxes ate up $9,232,177—30 cents out of every 
dollar. 


Che Montana Power Company 
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(Davenport, Iowa) increased construction ex- 
penditures during 1952 about 60 per cent over 
1951, to $9,253,000, with $5,990,000 being spent 
for electric facilities. Construction expendi- 
tures to be made in 1953 will total $10,792,000. 

Iowa Public Service Company (Sioux City, 
Iowa) has been expanding rapidly to keep 
abreast of present requirements and to provide 
for future needs. Construction expenditures 
came to $6,278,566 in 1952, bringing the total 
for the last six years to $41, 132,263. Present 
plans call for the expenditure of approximate- 
ly $8,000,000 during 1953. 

Jersey Central Power & Light Company 
(Asbury Park, N. J.) reported construction 
expenditures in 1952 of $14,768,831. The com- 
pany’s 1953-55 construction program contem- 
plates expenditures totaling $48,000,000. 

Kansas City Power & Light Company 
(Kansas City, Mo.) continued its construction 
program during 1952, spending $20,706,000. 
The company’s plans for 1953-contemplate ad- 
ditions to its properties having an estimated 
cost of $20,000,000. 

Kansas Gas and Electric Company (Wichita, 
Kan.) reports that total construction and pur- 
chase of additional facilities during 1952 
amounted to $15,345,951. The 1953 construc- 
tion budget amounts to more than $17,000,000, 
the largest program in the history of the 
company. 

The Kansas Power and Light Company (To- 
peka, Kansas) spent $10, 990,000 during 1952 
for the expansion of its electric facilities and 
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$3,687,000 on natural gas facilities. It is esti- 
mated that construction expenditures for 1953 
will approximate $11,389,000 

Kentucky Utilities Company (Lexington, 
Ky.) reports that $14,784,970 was spent during 
1952 on new and enlarged facilities. The com- 
pany estimates that the cost of its construction 
program for the year 1953, will be about $20,- 
831,000. 

Long Island Lighting Company (Mineola, 
N. Y.) spent $51,500,000 on new plant and 
facilities during 1952, a new record. The gross 
property additions for 1952 represented 25 per 
cent of the entire property account at the be- 
ginning of the year and brought the total of 
property expenditures for the past five years 
to $140,000,000, or more than double the in- 
vestment in plant at the start of 1948. 

Louisiana Power & Light Company (New 
Orleans, La.) made gross additions to property 
during 1952 amounting to $16,353,519. Another 
year of continued expansion is presently indi- 
cated for 1953 with a tentative construction 
budget of $11,400,000. 

Louisville Gas and Electric Company (Louis- 
ville, Ky.) reports that construction expendi- 
tures in 1952 totaled approximately $12,915,- 
000. It is estimated that the 1953-54 construc- 
tion program will require expenditures of ap- 
proximately $17,000,000 in 1953, and $18,000,- 
000 in 1954. 

Metropolitan Edison Company (Reading, 
Pa.) spent $17,785,231 during 1952 in connec- 
tion with its long-range construction and ex- 
pansion program. In 1953, the company con- 
templates expenditures of approximately $20,- 


Michigan Gas and Electric Company ( Three 
Rivers, Mich.) spent $1,220,000 on expansion 
during 1952, of which $572,000 was on electric 
properties. An expenditure of $964,000 is 
planned for 1953, with $719,000 earmarked for 
electric facilities. 

Minnesota Power & Light Company (Du- 
luth, Minn.) reports that the $47,000,000 ex- 
pansion program begun by the company and 
its subsidiary, Superior Water, Light and 
Power Company, at the end of World War II, 
is nearing completion. In 1952 expenditures of 
the two companies were approximately $10,- 
500,000 and it is estimated that $8,600,000 will 
be spent in 1953. 

Mississippi Power Company (Gulfport, 
Miss.) made gross expenditures for electric 
construction during 1952, amounting to $6,- 
022,542. The company’s construction expendi- 
tures for the years 1953-54 are estimated at 
approximately $11,842,000. 

Missouri Public Service Company (War- 
rensburg, Mo.) reports that construction ex- 
penditures in 1952 for property additions 
amounted to $2,780,336. The construction budg- 
et for 1953 calls for the spending of approxi- 
mately $3,500,000, in addition to $3,300,000 
which will be required to complete the Ralph 
Green plant at Pleasant Hill, Mo 

Montana-Dakota Utilities Co. (Minneap- 
olis, Minn.) made substantial additions to 
properties during 1952. Gross property addi- 
tions totaled $8,023,000, with $2,793,000 being 

(Continued on page 56) 
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he Western Precipitation CWP Unit 


...ats advantages to 
UBLIC UTILITIES 


— as most public utility power 
erating plants are located in or adjacent to metro- 
‘itan areas, the control and recovery of fly ash 
pm stack gases is a particularly important problem. 
bassist power plants in solving this problem West- 
Precipitation pioneered, almost a half century 
0, the first commercial application of the now- 
ous Cottrell Electrical Precipitator—and this type 
equipment is still universally recognized as out- 
nding in its field. 


Some years later, Western Precipitation also 
oneered the first small tube mechanical recovery 
vipment—the Multiclone Collector—to provide high 
overy efficiency at low installation cost. 


And as a result of these years of firsthand 
perience in both electrical and mechanical recov- 
vy methods, Western Precipitation subsequently in- 
bduced the CMP unit—fly ash recovery equipment 
{combines in one integrated unit the advantages 
both electrical and mechanical recovery principles. 


* The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 
¢ Then the partially-cleaned gases pass through a 
Cottrell section where the very fine fly ash particles 
are electrically recovered. 


rite for full details on Western 
eclpitation CMP equipment—or 
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COLLECTION OF SUSPENDED MATERIALS FROM GASES &@ LIQUIDS 


























MULTICLONE COTTRELL 
SECTION SECTION 





RESULT—by using a Multiclone section to re- 
move all but the finest particles, the bulk of 
the recovery operation is performed with 
relatively low-cost equipment. And using a 
Cottrell for final clean-up insures unusually 
high recovery efficiency—approaching theo- 
retically perfect, if desired. Thus, very high 
recovery efficiency is obtained at low installed 
cost. 

With CMP equipment, even small util- 
ity companies can afford adequate fly ash re- 
covery installations. But, large or small, the 
vital factor in making an efficient CMP in- 
stallation is obtaining the proper balance be- 
tween the mechanical and electrical sections 
to fit the particular requirements of each in- 
dividual application. 

This requires actual field experience— 
and no other organization can equal Western 
Precipitation’s years of first-hand experience 
in both mechanical and electrical recovery 
methods... your assurance of maximum sat- 
isfaction when you bring your fly ash prob- 
lems to this long-established organization. 


Western Precipitation Corporation 


e MANUFACTURERS OF EQUIPMENT FOR 


Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bidg., New York 17 + 1 N. La Salle St. Bldg., Chicago 2 + 1429 Peachtree St. N.E., Atlanta 
Hobart Bidg., San Francisco 4 + Precipitation Co. of Canada, Ltd., Dominion Sq. Bidg., Montreal 


niact our office nearest you. 
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spent on electric facilities. The construction 
budget for 1953 is set up at $12,145,000, of 
which $6,307,300 is earmarked for electric 
properties. 

The Montana Power Company ( Butte, 
Mont.) continued its expansion program dur- 
ing 1952. Included in the principal work was 
the beginning of a third 56,000 kw unit at the 
Kerr hydroelectric project and expansion and 
improvement of electric and gas distribution 
systems throughout its service area. The ex- 
pansion program will be continued during 1953. 

Mountain States Power Company (Albany, 
Ore.) invested $5,398,000 on its property dur- 
ing 1952. The construction budget for the year 
1953 has been set at $4,580,0 

New England Electric System (Boston, 
Mass.) reports that during the past seven 
years its subsidiaries have spent approximate- 
ly $220,000,000 for additional plant and prop- 
erty. Expenditures totaled $39,000,000 during 
1952 with $32,700,000 being spent on electric 
property. 

New England Gas and Electric Association 
(Cambridge, Mass.) reports that construction 
expenditures by its gas and electric companies 
in 1952 amounted to $4,900,000. It is estimat- 
ed that $8,400,000 will be spent in 1953, and 
$8,200,000 in 1954. 

New Jersey Power & Light Company 
(Dover, N. J.) made construction expenditures 
in 1952 totaling $3,900,000. It is estimated 
that about $4,000,000 will be spent for con- 
struction purposes during 1953. 


Newport Electric Corporation (Newport, 
R. I.) conducted a construction program dur- 
ing 1952, with expenditures for the year total- 
ing $797,200. 

New York State Electric & Gas Corpora- 
tion (Ithaca, N. Y.) has added over $123,000, 
000 in new property since January 1, 1946, 
which is equivalent to the entire amount of 
property on its books at December 31, 1945 
The construction program for 1953 is forecast 
$30,000,000 and an additional $50,000,000 is 
estimated for 1954 and 1955. 

Niagara Mohawk Power Corporation (Syra- 
cuse, N. Y.) spent about $70,342,000 in 1952 
for electric and gas construction and other ad- 
ditions to facilities. The 1953 construction ex- 
penditures are estimated at $70,500,000. For 
the years 1946-1953, it is estimated that a total 
of $342,306,000 will be spent on construction. 

Northern Indiana Public Service Company 
(Hammond, Ind.) made expenditures for con- 
struction in 1952 amounting to $17,030,235. It 
is estimated that approximately $20,500,000 will 
be required in 1953 and $22,500,000 in 1954 for 
expansion and improvements to electric and 
gas facilities. 

Northern Pennsylvania Power Company 
(Towanda, Pa.) spent $1,144,815 during 1952 
to carry out its construction program. The 
proposed construction program for the year 
1953 contemplates expenditures of approxi- 
mately $2,000,000. 

Northern States Power Company 

(Continued on page 58) 
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"Service for Safety" 


Public utility companies throughout the coun- 
try have found that only the best is protection 
enough for their linemen. That’s why CHARCO’s 
famous Flex-Saf rubber gloves and Flex-Fit rub- 
ber sleeves are the top choice of top utilities. 
These companies know from their own experi- 


Write today for 
a catalog of 
the complete 
CHARCO line 


ence that CHARCO'’s carefully controlled dipped 
rubber process, form-fitting and flexible designs, 
and extra safety testing pay off in better safe- 
guards for their linemen and longer wear from 
CHARCO gloves and sleeves. Specify CHARCO 
on your next order and prove their quality in 
your own company operations. 


CHARCO also specializes in liners, leather 
protector gloves, glove bags, clamps, danger 
flags and other safety devices. A full stock of 
styles is always available and special designs can 
be created to meet your own specifications. 
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neapolis, Minn.) invested approximately $32,- 
800,000 in facilities during 1952 of which $28,- 
800,000 was for electric facilities. In 1953 it is 
estimated that construction expenditures will 
total approximately $38,000, 

Ohio Edison Company (Akron, Ohio), to- 
gether with its subsidiary, Pennsylvania Power 
Company, has been conducting a large con- 
struction program during the past seven years. 
Expenditures in 1952 amounted to $41,748,255, 
bringing the total expended for additional fa- 
cilities since the end of World War II to 
slightly more than $197,000,000. 

Oklahoma Gas and Electric Company (Ok- 
lahoma, City, Okla.) reports that 1952 con- 
struction expenditures amounted to $16,131,000 
compared with $11,431,000 during 1951. Con- 
struction expenditures for 1953 are estimated 
to be $11,300,000. 

Pacific Power & Light C ‘ompany (Portland, 
Ore.) made gross construction expenditures in 
1952 amounting to $23,190,864—the largest in 
the company’s history. It is estimated that ex- 
penditures in 1953 will be approximately 
$10, 500,000. 

Pennsylvania Electric Company ( Johns- 
town, Pa.) is conducting a vast expansion pro- 
gram. In 1952, $24,000,000 was spent for con- 
struction, bringing the total to $103,000,000 for 
the period starting 1946. Expenditures for 
1953 are estimated at $40,000,000. 

Pennsylvania Power Company (New Castle, 
Pa.) made construction expenditures in 1952 


427,034 was expended for the installation of a 
new 85,000 kw steam-electric generating unit 
at the New Castle power Plant. 

Pennsylvania Power & Light Company 
(Allentown, Pa.) made expenditures for new 
and additional electric facilities during 1952 
amounting to $28,400,000. To continue the 
company’s expansion program in the years 
1953 through 1956 will require an estimated 
$129,000,000. 

Philadelphia Electric Company (Philadel- 
phia, Pa.) reports that substantial progress was 
made during 1952 on the company’s long-range 
expansion program. Expenditures for new 
electric plant and facilities were $49,601,814 in 
1952, or 85 per cent of the total expenditure of 
$58,558,443. 

Potomac Electric Power Company (Wash- 
ington, D. C.) reports that expenditures for 
its 1952 construction aggregated $14,288,000 
Presently authorized future construction ex- 
penditures amount to $41,900,000. 

Public Service Company of Colorado (Den- 
ver, Colo.) made construction expenditures 
during 1952 aggregating $15,718,000, with 
electric department expenditures accounting 
for $10,217,000. Approved construction at the 
beginning of 1953 tote aled $49,500,000, of 
which it is expected $22,300,000 will be spent 
during the year. 

Public Service Company of New Hampshire 
(Manchester, N. H.) made total construction 

(Continued on page 60) 


amounting to $7,631,031. Of this amount, $5,- 





atomic power for civilian use ? 


NDA, the senior independent nuclear en- 
gineering firm in the United States, has 
produced tangible and practical results for 
both government and private enterprises by 
specializing in imaginative high-performance 
research and design in nuclear reactors and 
power plants for civilian use. Major clients 
include the U. S. Atomic Energy Commission, 
The Babcock & Wilcox Company, Bell Tele- 
phone Laboratories, Inc., Carbide & Carbon 
Chemicals Company, The Detroit Edison Com- 
pany, The Dow Chemical Company, The 
International Nickel Company and Pratt & 
Whitney Aircraft. 
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On request: “Collected Papers on Atomic Power for 
Civilian Use.” Write, on your company letterhead, to 
NDA, 80 Grand Street, White Plains, New York. 


Nuclear Development Associates, Inc. 
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POWER PRODUCTION 
in the PIEDMONT CAROLINAS 


for Industry . . . for Business . . . for Progress 





The amazing growth of power production on the 
Duke System is seen here at a glance. 


Additional output capability of 4.8 billion kilo- 
watt hours is being provided by plant additions 
in the years 1952-1953-1954, as follows: 


DU POWER COM PANY 
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expenditures for 1952 amounting to $9,962,066. 
More than $56,000,000 has been invested in 
property, plant and equipment since 1946. 
While construction expenditures in 1953 will 
be at a relatively low figure, it is expected that 
thereafter they will rise substantially. 

Public Service Company of New Mexico 
(Albuquerque, N. M.) has completed the sec- 
ond year of its four-year construction program, 
which will involve total expenditures estimat- 
ed at $24,500,000. Of this amount, a total of 
$12,537,000 were expended in 1951 and 1952 
Present estimates indicate expenditures of 
about $7,000,000 in 1953 and the remainder of 
$4,963,000 in 1954. 

Public Service Company of Oklahoma 
(Tulsa, Okla.) made electric plant additions in 
1952 amounting to $15,561,771. Construction 
expenditures of $30,200,000 for the years 1953 
and 1954 are contemplated. 

Public Service Electric and Gas Company 
(Newark, N. J.) has a 1953 construction pro- 
gram, calling for an expenditure of approxi- 
cately $90,000,000. One 145,000 kw turbine 
generator was placed in service recently at 
Kearny station, and another similar unit will 
be installed there this summer. A 185,000 kw 
unit will be installed at Burlington station in 
1954. When these installations are completed, 
generating capacity will be in excess of 2,000,- 
000 kw. 

Puget Sound Power & Light Company 
(Seattle, Wash.) made additions to plant 
amounting to $5,127,239 in 1952. Its 1953 con- 
struction program will amount to about $5,- 
500,000. 

Rochester Gas and Electric Corporation 
(Rochester, N. Y.) invested $15,573,957 in 
additions and improvements to facilities during 
1952. Additions to the company’s electric 
system cost $10,770,912. The construction pro- 
gram for 1953 provides for additions and im- 
provements costing $18,869,864. Approximate- 
ly two-thirds, or $12,807,854 are planned for 
the electric system. 

St. Joseph Light & Power Company (St. 
Joseph, Mo.) expended $1,082,967 for new con- 
struction during 1952. Construction expendi- 
tures of $1,611,000 estimated for 1953, include 
$938,000 necessary to complete carry-over 
— started or authorized previous to 
1953. 


San Diego Gas & Electric Como (San 
Diego, Cal.) spent more than $12,000,000 on 
expansion of its electric facilities during 19§2, 
Capital expenditures for the electric division 
during 1953 are expected to total $13,550,000, 

The Scranton Electric Company (Scranton, 
Pa.) made additions and improvements to 
property during 1952 amounting to $5,439,880, 
Construction work on the $10,000,000 addition 
to the Stanton generating station is proceeding 
satisfactorily. 

Sierra Pacific Power Company (Reno, Ne- 
vada) announced that construction expendi- 
tures during 1952 totaled $2,153,800, nearly 
30 per cent of which was spent to connect new 
customers. 

Southern California Edison Company (Los 
Angeles, Cal.) has a plant investment of $705,- 
603,923, an increase of 905,084 during 
1952, compared with an increase of $49,833,743 
in 1951. The construction budget for 1953 
totals $73,506,825. 

Southern Colorado Power Company (Pueblo, 
Colorado) reports that 1952 expenditures for 
construction aggregated $851,445. Major con- 
struction completed included the 115 Kv trans- 
mission line between Pueblo and Colorado 
Springs, and extension of electric distribution 
systems. 

Southern Indiana Gas and Electric Company 
(Evansville, Ind.) spent $3,112,412 for addi- 
tions and improvements during 1952. The com- 
pany’s program of additions and improve- 


ments for the period 1953 through 1955 is esti- 
mated to cost $19,746,000. Of this amount, ap- 
pee $7,711,000 will be expended in 
1953. 


Southwestern Public Service Company 
(Amarillo, Tex.) expended approximately $20,- 
349,000 for plant facilities during 1952. About 
74 per cent of the company’s plant and property 
now consists of facilities installed during the 
seven years since World War II—one of the 
highest percentages in the electric industry. 
The 1953 construction budget indicates ex- 
penditures of approximately $23,400,000. 

Tampa Electric Company (Tampa, Fila.) 
has spent $38,000,000 on plant expansion since 
1942, with over $5,000,000 having been spent 
in 1952. The construction program for 1953 is 
estimated at approximately $11,000,000. 

(Continued on page 62) 
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Texas Power & Light Company (Dallas, 
Tex.) reports that construction expenditures in 
1952 amounted to $22,908,579, bringing the 
total amount of such expenditures during the 
past 5 years to $67,795,115. Plans for 1953 
call for construction expenditures totaling 
$23,737,000. 

The Toledo Edison Company (Toledo, 
Ohio) spent about $7,600,000 for construction 
during 1952. The company estimates that in 
the years 1953 through 1956, construction ex- 
penditures will total about $51,850,000. 

The Tucson Gas, Electric Light and Power 
(Company (Tucson, Ariz.) reports that net ad- 
ditions amounting to $4,331,140 were made to 
clectric property in 1952. 

Union Electric Company of Missouri (St. 
Louis, Mo.) and its subsidiaries spent’ $49,- 
376,000 on construction during 1952. This was 
the largest amount ever invested by the system 
in new property in one year. A program call- 
ing for expenditure of $150,700,000 in the years 
1953-57 is planned, with $33,300,000 expected 
in 1953. 

Utah Power & Light Company (Salt Lake 
City, Utah) and its subsidiary spent nearly 
$16,000,000 for new electric facilities in 1952. 
Planned expenditures in 1953 of over $14,000,- 
000 for new construction will complete a five- 
year program announced at the beginning of 
1949, 

Virginia Electric and Power Company 
(Richmond, Va.) made property and plant ad- 
ditions in 1952 aggregating $49,010,000, the 
largest in its history. Electric property added 
amounted to $46,975,000 or 95.8 per cent of the 
total. An estimated expenditure of $40,000,000 
will be required for its 1953 construction 
program. 

West Penn Power Company (Pittsburgh, 
Pa.) made additions to property in 1952 
amounting to approximately $15,780,000. 
Major construction work for 1953 is the new 
Springdale generating unit and 42 miles of 
132,000 volt transmission line. 

West Texas Utilities (Abilene, Tex.) re- 
ports that gross expenditures for additions and 
betterments in 1952 amounted to $9,418,126. 
The company has budgeted $7,750,000 for new 
construction during 1953. 

Western Massachusetts Companies (Boston, 
Mass.) spent $7,440,817 during 1952 on plant. 
Principal construction over the next three 
years will be in the field of strengthening 
transmission and distribution facilities. 

Wisconsin Electric Power Company ( Mil- 
waukee, Wis.) reports that during 1952, addi- 
tions to electric property and plant amounted 
to about $24,000,000. The company is continuing 
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ble positions and the = 
pay that goes with them. Wi 
this guidebook at hand, 

can ready yourself—busines 
and personality-wise—for th 
first opening that comes alon 
calling for someone with 

knack of getting along 

with others, and bearing 1 

well under heavy responsibil 


10 interesting chap- 
ters explaining the 
10 ways to bring out 
leadership qualities 


1. Analyze Yourself 
2. Streamline Your 
Mind 


- Be a Pleasant Boss 
. Grow as a 
Speaker 
Improve Your 
Reading Habits 


Master the 
Interview 

- Conduct Excellent 
Conferences 

. Be a Good 
Psychologist 

- Get the Most Out 
of Your Physique 

l be Tuned to 


ern 
Leadership 








ties. 
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Here are the figures 


nn the largest gas and electric 


expansion in history 








Wer a billion dollars in less than 8 years... 
lat’s what P.G.and E. has spent on post- 
arexpansion! Electric generating capacity 
as been doubled; our new pipe line to 
ep amex and New Mexico has upped gas cap- 

‘@mcity 400 million cu. ft. a day. Here’s why 
ame need these new facilities: 


.Since 1945, P. G. and E. has added 
“97,000 electric customers and 377,000 
as users. 


. P.G.and E.’s average residential cus- 


abilite@omer now uses twice as much gas and 


ectricity as 10 years ago. 


nd the needs of Northern and Central 
wa alifornia for gas and electricity are still 
‘@eowing. To meet them, we’re continuing to 
“@pand at the same rapid rate. Soon our 
as capacity will be up another 300 million 
. ft. a day, and, by 1955, we plan to boost 
lkectric generating capacity nearly three 
imes prewar capacity! 


f { 
Ta 
RR TOEN aN « 





1,687,600 Kilowatts of new 
capacity since V-J Day 


Plant Capacity 
Mlettmm . 2. ws 92,000 K.W. 
West Point . ... 15,000 K.W. 
i il 220,000 K.W. 
Cg we ek ew 195,000 K.W. 
a 25,000 K.W. 
Cresta eee 70,000 K.W. 
Donbass . ... . 4,800 K.W. 
Rock Creek . . . . 110,000 K.W. 
Moss Landing . . . 575,000 K.W. 
Contra Costa ... 340,000 K.W. 
BearRiver ... . 29,000 K.W. 
Enlargement 

of other plants . . 11,800 K.W. 


Total . . . 1,687,600 K.W. 





1,272,800 Kilowatts of capacity 
to be completed by 1955 


Plant Capacity To Be 
Contra Costa Completed 

units4&5 . 235,000 . . . 1953 
Murphys . . . 3,800 . . . 1953 
Pittsburg . . 600,000 . . . 1954 
Pit No.4 . . 84000 . . . 1955 
Morro Bay. . 300,000 . . . 1955 
Humboldt Bay. 50,000 . . . 1955 


1,272,800 
400,000,000 cubic feet a day of 
new gas capacity... This results 
from construction of our “Super Inch” 
pipeline. 

300,000,000 more cubic feet a day 
of gas capacity coming through ex- 
panding the “Super Inch” deliveries. 


P-G-E.- 


PACIFIC GAS AND ELECTRIC COMPANY, 








Serving the public 


and industry 
24 hours a day! 


SYSTEM 


The Manufacturers Light and Heat Compa 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 























ie 
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SOUTHWESTERN STATION 


KEEPING AHEAD OF DEMAND 


This type of outdoor construction means 
lower investment cost, lower mainte- 
nance expense, as well as lower operat- 
ing costs. The station is located at the 
electric load center of our Southwestern 
Division and it’s near the geographical 
center. With an adequate supply of 
low cost fuel and the greatest supply of 
water in Southwestern Oklahoma, the 
location is ideal. 


Demand for electric power in the United 
States is twice what it was 10 years ago. 
But in our territory it’s 3/2 times what 
it was in 1942 and continues to increase 
rapidly. So, our company, which added 
$15% million to its electric plant last 
year, is planning nearly $67 million con- 
struction additions in the next 5 years. 


We will always be ahead of the demand 
with a firm, adequate supply of de- 
pendable, low-cost electric service. 


PUBLIC SERVICE COMPANY 


F K l 


40 YEARS OF BUSINESS MANAGED 


A H ¢ M A 


ELECTRIC SERVICE 
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EBASCO SPECIALISTS CAN HELP YOUR BUSINESS PICTURE 


A good business man gives special problems tospecialists. He knows that results are better. 
Because he and his top men are free for other important duties, his whole organization 
benefits. For nearly half a century EBasco consultants have focused their talent and 
skill directly on troublesome business problems... have solved them quickly, economi- 
cally and efficiently. Solved them, moreover, without adding permanently to company 
payrolls, or disturbing existing company procedures. 


Are you planning to expand your present market... modernize your plant... construct 
a new one? Exasco can help with each job from initial planning to completion. Thinking 
of inaugurating an industrial relations program... or making extensive cost studies? 
Exasco will do any part or all of a job, for large companies or small. 


Esasco has accumulated in a single organization all the outside assistance you need to 
solve any business problem and serves virtually every type of business and industry, 
in all parts of the world. 


To find out how Ebasco can serve you, send for your free copy of ““The Inside Story of 
Outside Help.”” Address: Ebasco Services Incorporated, Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


go8*" i INCORPORATED 


o New York + Chicago - Washington, D.C. 
Sto a) Mepraisal - one «8 Business Studies - Consulting Engineering - Design & Construction - Financial 
% dustrial Relations - inspection & Expediting - insurance, Pensions & Safety 


“eae, cco” ene thiminte - + Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 


el 
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“BURNING CGAL THE MODERN WAY CUT OUR POWER COSTS 


*51,000 A YEAR!” 


oal installation 


& 
nyp-to-date - 20.3°% eee 


+ fue 
cu ‘ 47°%0 " 


jabor fore 


says Mr. George E. Bennett, Supt. Motive 


Power, Chicago & Eastern Illinois Railroad. 


“We recently modernized the power plant at 


our Oaklawn Shops in Danville, Mlinois. 


The savings we've realized in labor and fuel 


proved to us you can't beat bituminous 
coal burned with modern equipment.” 





This is a view of the firing aisle showing the 
spreader stokers which are fed by a weigh 
larry. Three new boilers now do the work 
that formerly required seven. Man-days per 
week required to operate the plant have been 
reduced from 112 to 59! 


Here’s the new power plant of the C&EI Railroad’s Oaklawn Shops 
at Danville, Illinois. By burning coal the modern way this plant 
saves a total of $51,180 a year—will pay for itself in less than 


seven years. 





@ Low price—dependable supply—safe storage— 
coal gives you all these no matter how you burn it. 


But you can get much more! 


Get more steam for every dollar—burn coal in a 
modern combustion installation. Cut your labor 
costs—install automatic coal and ash handling 
equipment. If you call in a consulting engineer— 
he can show you how coal can do a better job for 
you with equipment designed to meet your specific 
needs. 

Of all the fuels, coal alone has virtually inexhaus- 
tible reserves. And to supply this coal, America has 
the world’s most productive and efficient coal in- 
dustry. That’s why you can count on coal for de- 
pendable supply, relatively more stable prices—now 
—and in the future, too! 


FOR HIGH EVEICIENCY wp FOR LOU 


If you operate a steam plant, you can't 
afford to ignore these facts! 


COAL 
COAL 


in most places Is today's lowest cost fuel. 
resources in America are adequate for all 
needs—for hundreds of years to come. 
production in the U.S.A. is highly mechan- 
ized and by far the most efficient in the 
world. 

prices will therefore remain the most stable 
of all fuels. 

is the safest fuel to store and use. 

is the fuel that industry counts on more and 
more—for with modern combustion and han- 
dling equipment, the inherent advantages of 
well-prepared coal net even bigger savings. 


COAL 


COAL 


COAL 
COAL 


BITUMINOUS COAL INSTITUTE 
A Department of National Coal Asociation, Washington, D.C. 


COST 


YOU CAN COUNT ON COAL! 
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DAVIN OUT THE DIGGIN 


ON LONG ISLAND 





|H-powered well-point units, operating con- 
tinuously, make new sewer system possible 
With a water table almost at the surface 
on the sandy soil, pumping made it pos- 
sible for Hendrickson Bros., Inc. to lay the 
sewer mains for the new system for Nassau 
County, Long Island. 

Yes, pumping 24 hours a day, 7 days a 
week—for a whole year! 

Well-point units were used, powered by 
International UD-9A diesels. Points were 
driven to an average of 25 feet, and strings 
up to 1,000 feet in length were pumped by 
each unit. 

Reporting on the grueling service, Clar- 
ence Massalone, in charge of the units, says: 


STOPPING ONLY FOR OIL CHANGES, ten Interna- 
tional UD-9A units dried out the excavations for 
Nassau County’s new sewage mains. 


‘“‘Under continuous operation, all I 
had to do with our Internationals was 
to change the oil and filters every week. 
Once in a while a battery went bad, 
but we cranked the engine on gasoline 
cycle by hand—something you can't 
do with other diesels this size.”’ 

For year in, year out dependability, you 
can’t beat International power. Get the 
details from your International Industrial 
Distributor or Power Unit Dealer—and 
get set with ““Power that Pays.” 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


INTERNATIONAL POWER THAT PAYS 
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Artist's sketch of 
Brownlee Dam 
and Power Plant 
414,400 K W 


Artist's sketch of the Oxbow Development—173,600 KW 


daho Power Company’s Demand 


Increased 3227 In 10 Years 


In the Snake river valley area served 
by Idaho Power Company the demand 
for electric power increased 322 per cent 
in the past 10 years. 


Looking ahead, Idaho Power has asked 
the Federal Power Commission for per- 
mission to add 900,800 kilowatts of 
power with three plants in the Hell’s 
Canyon of Snake river. This new power 


will be forthcoming as rapidly as needed 
in the area embraced by the northwest 
power pool. 

For these plants, Idaho Power will 
invest $133,000,000 — for transmission 
facilities an additional $23,000,000—so 
that in the future, as in the past, there 
will be abundant electric power for a 
growing region. 


IDAHO # POWER 


A CITIZEN WHEREVER IT SERVES 
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Ta B METHOD 








THIS 


THE STRONGEST CONNECTION FOR ACSR 


T & B connector assemblies for dead-ending 
ACSR develop tensile strengths greater than 
that of the cable itself. Coated serrations in- 
side the inner clevis barrel provide a sure, 
certain grip that matches the full strength of 
the steel core. The aluminum outer compres- 
sion sleeve assures high conductivity of the 
joint. Both sleeves are easily installed with 
lightweight, portable T & B METHOD hy- 
draulic tools which compress joints hexagon- 
ally and force the fitting and cable into one 
homogeneous mass . . . all in a few seconds. 

Electrically, T & B Dead Ends offer higher 
conductance than equal lengths of cable — the 
one-piece aluminum tube provides uninter- 
rupted current path from cable to jumper loop. 


During compression, the special serrated T &B 
compression sleeve penetrates the aluminum 
oxide film on the outside cable strands provid- 
ing clean over-all metal-to-metal contact, as 
well as minimum current loss. Oxide film on 
the inner strands is also effectively abraded, 
thereby maintaining a dense, tight joint. 

Though the use of an oxide-inhibiting agent 
is recommended for T & B METHOD aluni- 
num connections, no joint compounds are 
needed to obtain maximum electrical efficiency. 

Investigate the complete line of T & B fit 
tings for ACSR, aluminum cable and copper 
cable installation — they offer you important 
savings in time and installation costs. Write 
for your free copy of T & B Bulletin U-2. 


THE THOMAS & BETTS CO. 


INCORPORATED 
21 Butler Street * Elizabeth 1, New Jersey 
Thomas & Betts Ltd., Montreal, P.Q., Canada 
MANUFACTURERS OF FINE ELECTRICAL FITTINGS SINCE 1898 
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(T'S QUIET! 
T'S DEPENDABLE! 


For Utility Operations 
in Quiet Zones or 
Residential Areas 


GORMAN-RUPP 
T-32 


The Model T-32 is a sturdy, two inch portable, self-priming cen- 
trifugal pump equipped with a full line of silencing accessories, in- 
cluding muffler and hand throttle gasoline control. 
Like all Gorman-Rupp pumps, it is the last word in simplicity and dependa- 
bility. Non-clogging—No suction check valve—Easily portable, with handles 
for one man carry—Operates at a suction lift up to 25 ft. 


Designed to meet utility service requirements. This pump was developed by 
Gorman-Rupp engineers in collaboration with the research and engineering 
departments of nationally operating utilities. 


There are customers using these pumps in your area—see one, or we Can pro- 
vide you with a list of users. 


Available from local distributors in your area. Write us for names of dis- 
tributors and for information. Bulletin No. 2-LW-11 describing Model T-32 
pumps. 


THE GORMAN-RUPP COMPANY 


MANSFIELD, OHIO 











we're adding 


kilowatts... 


AGE System companies continue to keep 
well ahead of the ever-increasing 
demand for electric power 

in the thriving area they serve. 

Five new 200,000-kilowatt generating 
units are scheduled for operation 


this year and early ‘54. 


3 American Gas and Electric Co. 


and its Operating Affiliates 


Appalachian Electric Power Company Kingsport Utilities, Incorporated 

Central Ohio Light & Power Company The Ohio Power Company 

Indiana & Michigan Electric Company Wheeling Electric Company 
Kentucky and West Virginia Power Company, Inc. 
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OPPER.ALUMINUM 


which conductor shall it be? 





“I say COPPER” 








“I say ALUMINUM” 








"We both agree on ANACONDA 





It’s not very strange that this sort of agree- 
ment is widespread today. 

Cable customers’ needs vary. Some choose 
copper. ..some aluminum. ..some both. 

To get the best results from either metal, 
consider carefully both sound engineering 
and good economics before deciding. What- 
ever your final choice—it will pay you to 
specify Anaconda. 

Anaconda offers you a single source of sup- 
ply for transmission and distribution con- 
ductors for every type of service. Modern 
manufacturing techniques are backed by 
many years of field-engineering and construc- 
tion experience plus up-to-date metallurgical 
and development facilities. Anaconda Wire & 
Cable Co., 25 Broadway, New York 4, N. Y. 


52474 


Copper and Aluminum Insulated Cables 

Copper and.Aluminum Service Cables 

Copper, Aluminum ond Copperweld Bare and Weatherproof 
Copper and ACSR Transmission and Distribution 

Wire and Cable Accessories 


cu or al 
—choose with confidence when it’s 


ANACONDA? wire and cable 
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“| can vouch for Dodge <j 


Stamina and maneuverability” 


... says John J. Doyle, Street Commissioner, Scarsdale, N. Y. 


Why new Dodge “Job-Rated” Trucks 
are ideal for public utilities 


Seven big, high-compression 
engines . . . from 100 h.p. to 
171 h.p. . . . three of them ail- 
new, assure power aplenty for 
your job! New no-shift Truck- 
o-matic transmission with gyrol 
Fluid Drive actually does your 
gearshifting for you . . . saves 
extra energy for the work at 
hand! Available on all 14- and 
34-ton models. More than fifty 
new features to help speed up 
trips and lower your costs. Get 
more truck for your money ... 
see your friendly Dodge dealer 
for all the facts! 


“Public utility trucks must be ready to go, 
night and day, on any kind of routine job 
or emergency. For routine work, we de- 
mand continuously high performance and 
economy . . . while for emergency calls, 
the watchword for our utility trucks is 
complete dependability, under all condi- 
tions. We find that Dodge ‘Job-Rated’ 
trucks answer our requirements to perfec- 
tion!” 


Jop-Rabd TRUCKS 


ef! 


or aoa - 
oo ¥ $4 
| ages 
. 


— 
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ay How to engineer a 


Transmission Line... 
with no Ground Surveys 


esis jie 


The Problem 

A transmission line (either fuel or power) is 
planned from point A to point B. Terrain varies 
from rolling to rugged. Time is short . . . man- 
power is scarce . . . right-of-way problems are 
present. 


Step 1. 
Abrams aircrews photograph a reconnaisance 
strip over a general route outlined by customer. 


Step 2. 
Customer indicates selection of final route on 
photo enlargements. 


Step 3. 

From precision photographs, skilled Abrams tech- 
nicians plot accurate, large scale plan and profile 
sheets. Customer is now ready to proceed with 
construction. 


Let Abrams simplify your problems . . . write for 
details, free book, “Aerial Surveys and Maps from 
Photographs.” 


ABRAMS AERIAL SURVEY 
CORPORATION 


LANSING l MICHIGAN U.S.A 
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It won’t be—if your plant is equipped with 
a Gai-Tronics Communication System. A 
Gai-Tronics System provides practically 
normal conversation where noise is a prob- 
lem—without acoustic booths! 


With a Gai-Tronics System, two-way or group- 
conversations take place over special telephone- 
type handsets and sound projectors, especially 
designed for operation in high noise levels. 
Emergency instructions can be heard in all areas 
at once’! Damage to costly equipment is pre- 
vented, shutdown time is reduced, hazard during 
start-ups is minimized, and manpower is used 
more efficiently! And—telephone-type privacy 
may be had with the flick of a switch. 


A Gai-Tronics System is surprisingly low- 
priced because it is designed by specialists thor- 
oughly familiar with power plant operational 
intercommunication. Trouble-free operation; 
simplicity and economy of installation and 
maintenance are paramount design features. 
A Gai-Tronics power plant communication 
specialist will be glad to discuss your communi- 
cation problems. 


GAll 


TRONICS CORPORATION 


A SUBSIDIARY OF GILBERT ASSOCIATES, INC. 
412 WASHINGTON STREET ¢ READING, PENNSYLVANIA 
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16 management helps from ont 


water supply and conditioning 
industrial waste treatment 
valuation and appraisals 


alized cost accounting 


speci consulting 
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industrial researc analyses 
editind 


nd 50 
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Through one organization, Gilbert Associates, you can 
obtain the specialized help of engineers, constructors, 
accountants, and utility and industrial specialists. 


Gilbert maintains eight offices in the United States 
and throughout the world to help solve your industrial, 
business, and management problems. These offices are 
staffed with trained specialists. Their practical experi- 
ence is available to management for help with any 
problem, large or small, on a full- or part-time basis, 
and in complete confidence. 

If you have a pressing problem, or desire more 
information, why not consult a Gilbert specialist. Or, 
write for the illustrated booklet, “Organization and 
Services.’’ There is no obligation. 


GILBERT ASSOCIATES, INC. 


ENGINEERS CONSULTANTS CONSTRUCTORS 
READING, PA. 
* WASHINGTON + HOUSTON + PHILADELPHIA = ROME + MANILA = MEDELLIN 

















gives you Extra Power in the pull 


When your utility job needs a powerful pull . . . moving equipment or getting 
your transportation in and out of rough locations . . . you need a Model U-125 
KING Complete Front-Mount Winch Assembly to do the heavy work. 


The Model U-125 Assembly, shown above, with special 4-way cable guide roller 
arrangement, was designed especially for public utility jobs where backfill work 
or pipe pulling must be accomplished by an angular cable pull. 


The vertical rollers are set farther forward than usual, and the front edges of the 
vertical side frame are recessed to permit 90° angle pull of the cable. 


Though well above axle clearance, this unit sets low enough on front end of 
truck to allow good radiator air circulation, yet involves only a minimum of 
truck understructure cutting or bending to clear driveshaft from powez:-take-off 
to winch. 


Model U-125 Assemblies made for 1948 through present models 1, 142, 2 and 
214-ton popular make trucks. 


Write for bulletins on KING 
Complete Front-Mount Winch 
Assemblies to fit your trucks 


IRON WORKS 


2214 WASHINGTON AVENUE HOUSTON 10, TEXAS 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

WLTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

DUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 

GAS CONVERSIONS 


At your request 
we will be pleased to send this new, illustrated booklet 
describing our consulting and design engineering services. 


Write Department E 
20 Pine Street, New York 5, N. Y. 


Conunuwuvnlle Sour Gue. 


and subgidiavues 
COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


r 20 Pine Shred, New York 5 MY 
fokson Michigan Washinglon. DC 
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Here is... 
concise, practical data on 


steam power 
generating equipment 


and its integration in 
the efficient plant 





Just Out—4th Edition 


STEAM 
POWER 
STATIONS 


By GUSTAV A. GAFFERT 


Mechanical Engineer and Partner 


Sargent and Lundy, Chicago 


627 pages, 6 x 9, 432 figures, 43 tables, 





See what help you can get from 
these features of the Fourth Edition 


@ includes steam and heat rates for pre- 
ferred standard steam turbines of 11,500, 
15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities 


@ there is latest data on cyclone firing, 
pressurized furnaces, axial flow fans, and 
extraction cycle technique—material us- 
ually available only through the consult- 
ing engineer 

@ the chapter on station design has been 
revised with more emphasis on central- 
ized control and outdoor stations 


@ includes a more complete discussion 
of cooling towers and modern reheat 
cycles, and an up-to-date discussion of 
the practical application of the mercury 
cycle 








Here is an unusually comprehensive discussion of stea 
power plant machinery from the standpoint of constructio 
of the various types of equipment, their performance ch 
acteristics, economics, and integration in the complete plan 
The book provides engineering data on the design of th 
equipment, a knowledge of the economics of the efficient plan 
and considerable information that will be of value in probler 
of the selection of equipment suitable for various purpose 


The author says in the Preface: “The treatment 
begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 
expand his knowledge progressively through the 
more difficult subjects to the goal—complete inte- 
gration of all machinery.” 


Retaining the same general plan and organization which co 
tributed so to the success of the previous editions, the prese 
edition of this practical book follows an especially compre 
hensive approach in dealing with power plant machi 

After outlining the equipment of a power plant, the boo 
shows how each piece of apparatus or equipment is con 
structed, then presents its performance characteristics, 

finally discusses economic and other factors of its integratic 
with other major and minor machinery. A glance at th 
chapter headings will indicate how thoroughly the book cove 
the various elements of the steam power generating plant 


CONTENTS: 


. Introduction 14. Superheaters and 
. Equipment of a Power Reheaters 
Station , 15. Fuel-burning Equipmen 
. Steam Engines 16. Ductwork and Piping 
. Steam Turbines 17. Draft System 
- Heat Transfer 18. Coal and Ash Handling 
- Condensers 19. Pumping Equipment 
, “oe Bae and 0, Steam-station Costs 
Go omg SN 21. — Curves and Plant 
. Fuels and Combustion no arage =~ 
. Steam-generating Units 22. onan Prime - 
. High-pressure and ers and Steam-genera 
Binary-cycle Boilers ing Equipment 
. Dust Collectors 23. Cycle Arrangement 
. Economizers and Air 24. Binary Vapor Cycles 
Heaters 25. Station Design 
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t-saving SPECIA IZED 
_ at production pri 








AAA 


can get more line and service work done 
ower COSt.. . step up crew efficiency... 
h White Specialized Design—for your exact 
k needs. Always ready for the work at 
M, Whites are tailored to your operating 
Mitions yet built by most modern produc- 
nh methods and efficiency. 
isk your White Representative how White 


tks cost less . .. do more work . . . last 
ger...im your service. THE WH pada Pag MPANY 


IN EVERY FEATURE * TOMORROW'S TRUCK TODAY 





NEW SAFETY FEATURES BIG CAB SAVES Si 


| 
| 
| 
| 
! 
SAVES MANEUVERING TIME =| 


5 TRAFFIC TIME 
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The ONLY Improvement Ever Made 
in Meter Reading! 


IBM Mark Sensing Makes the Meter scription errors, because IBM electroni 
’ . and electric machines take over where th 
Reader's Job Easier meter reader leaves off—speeding the jot 
Simply by making several short pencil from start to finish. 
marks on the face of this IBM Card, the This is just one of the many IBM con 
meter reader is spared the trouble and in- tributions to utility accounting. Writ 
convenience of having to subtract and Dept. D for a copy of the 1952 edition o 
make longhand entries. IBM Customer Accounting for Utilitie 


No longer does the Ac- 
counting Department com- 


plain about his arithmetic 
or the legibility of his hand- | R M INTERNATIONAL BUSINESS MACHINES 
writing. And no longer is 590 Madison Ave., New York 22, N. Y. 


there a possibility of tran- i 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








OVER 6 YEARS 
ROOF OF PERFORMANCE 


SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Public Service Co. of New Mexico 
Hydro Electric System, Winnipeg 

light & Water Department, Columbus, Miss. 
Northwestern Electric Coop., Okla. 

Corn Belt Electric Coop., Bloomington, Ill. 
the California Electric Power Co., Riverside 
The Dayton Power and Light Co. 
Peoples Gas, Light and Coke Co., Chicago 
Portland General Electric Co., Portland, Ore. 
Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 


ie 
you CAN 


Pele - 
jjeville 


Since -1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 


demands are high, L-N Alternators give: 


@ 25 to 35 amps with engine idling 


.e ample capacity to carry the 


“entire electrical accessory load 
e fully charged batteries always 
. better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for 12-volt systems. 


Ask us to arrange a demonstration of the 


lt -N. Alternator for your fleet. Or write for 


t the. facts. The Leece-Neville Company, ‘ 


. aie eyeland. 44, Ohio, Distributors i in princi-— 


oe 2s. Service tee oes 


4 Rae 
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Tibsaekelidiare 
the new 


Barber-Greene 


Bees 
tS ie gt od 
tS al 


:. ae ES 
Se as OR oS 


model 705-B 


RUNGGOU TE 


Service Ditcher 


Major design features assure 


lower cost trenching than ever before 


New Fluid Drive. Eliminates shock 
loads. Requires no overload devices of 
any kind. Gives operator new control 
of applied power. 

New Curved, Reversible, Insert 
Digging Teeth. Give 3 to 5 times 
longer tooth life. 

New Automatic Counterbalance 
Valve. Automatically maintains con- 


stant crowding speed when digging 
down grade. 


These, plus other design advance- 
ments, are in addition to such proven 


Runabout advantages as the exclusive 
Hydra-Crowd with its infinite range 
of crowding speeds, independent of 
bucket-line speeds; control from ground 
or cab; instant crowding, stop and 
reverse; fast road travel; vertical 
boom, ready to dig on arrival, leaves 
no ramp to be dug by hand; special 
differential for better traction on slip- 
pery surfaces; hydraulic hoist for 
finger-tip operation of boom. 


Write for the 705-B 
Catalog Today! 


Barber-Greene 


Aurora, Illinois, U.S.A. 
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In celebrating our fiftieth anniversary, we of Detroit 
Edison are looking to the future rather than to past 
accomplishments . . . looking fifty years ahead to even 
better living for all through electricity. 


Southeastern Michigan is one of the world’s most 
strategic industrial centers. It is our constant aim to 
improve and expand electrical facilities in this great 
area we serve ...to aid area growth, and to con- 
tribute to the prosperity of homes, stores, industries 
and farms in Michigan’s industrial heart. 


For example: 
e Detroit Edison is working with Dow Chemical and 


several other companies in exploring the use of 
atomic heat in steam electric generating plants. 


e Also, Detroit Edison has recently ordered for its 
proposed River Rouge Plant two of the largest 
turbine generators ever designed. 


These are typical of Detroit Edison’s 
forward-looking program of ex- 
pansion in Southeastern Michigan. 
To learn more about it, send for 

a copy of the booklet, “Partners 

in Progress.” Write to: Director 

of Area Development, Detroit 
Edison Company, 2000 Second, 
Detroit, Michigan. 


SERVING 
SOUTHEASTERN 
MICHIGAN 


THE DETROIT _— COMPANY 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A, just off the press, reports the activities of the 
Commission during the 10-year period subsequent to the publication of the 
original volume in 1943. All decisions in so-called “leading cases” have been 

made the subject of special editorial com- 
ment and interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
. Gas Company case (all decided in 1952) 
hai ie. are explored at length in editors’ notes. 


af 
ae | 


4,48 
ae 


celle 


fF 
p 
3 
z 





This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 
and in commission regulation in general. 


MAIL YOUR ORDER TODAY TO 
PUBLIC UTILITIES REPORTS, INC., Publishers 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus 


NEW ISSUE May 20, 1953 


$65,000,000 


Pacific Gas and Electric Company 


First and Refunding Mortgage Bonds, Series V, +% 
Due June 1, 1984 


Price 101.78% 


Plus accrued interest from December 1, 1952 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


The First Boston Corporation Halsey, Stuart & Co. Inc. 
Bear, Stearns & Co. Equitable Securities Corporation Salomon Bros. & Hutzler 


Wertheim & Co. A. C. Allyn and Company Dick & Merle-Smith Drexel & Co. 


Incorporated 


Hallgarten & Co. L. F. Rothschild & Co. Schoellkopf, Hutton & Pomeroy, Inc. 
American Securities Corporation Coffin & Burr W.C. Langley & Co. Weeden & Co. 


Incorporated Incorporated 


Stroud & Company Laurence M. Marks & Co. Reynolds &Co. Alex. Brown & Sons 


Incorporated 


Estabrook & Co. G. H. Walker & Co. Baxter, Williams & Co. Courts & Co. 
Gregory & Son Hirsch & Co. New York Hanseatic Corporation Wm. E. Pollock & Co., Inc. 


Incorporated 


F. S. Smithers & Co. Swiss American Corporation Van Alstyne, Noel & Co. 


Cooley & Company Ira Haupt&Co. E.F. Hutton & Company Kean, Taylor & Co. 


Riter & Co. Stern Brothers & Co. 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 
To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 








The Analysts Journal 

20 Broad Street, Room #908 

New Yerk 5, N. Y. 

Gentlemen: 

(CD Please enter my subscription for one year at the subscription rate of $4.00. 


() Please send me your advertising brochure. 
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PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. 


7 > 





Tue American ApprRaAiIsaAL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











DAY & ZIMMERMANN, INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


ford, Bacon & Davis 


vatuarions Pgineens Eiticares 


REPORTS 








NEW YORK @ CHICAGO @ LOS ANGELES 








FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 


88 CHESTNUT STREET, RIDGEWOOD, N. J. 











GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 














(Professional Directory Continued on Next Page) 
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INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON © PHILADELPHIA + ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 











W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO o Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 





ch. on 











Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 0611 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE e COLUMBUS, OHIO 











one BOWEN & FARRELL 


NN “ARBOR. MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Mention the FortNIGHTLY—It identifies your inquiry. 
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he huljian Gycakox 
ENGINEERS ° CONS Tweet ore s 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








GAS 
WATER COST ANALYSIS MUNICIPAL 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
AND 


for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis to Management"’ 




















N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


PENSIONS MIDDLE WEST INSURANCE 
A 

BUDGETING SERVICE ADVERTISING 

PERSONNEL co. ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 














Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








a. Prranare Gas and Electric Utilities 














Complete Services for 








IN THE 


INDUSTRY Plc Mena ciel ad cee Se ae mse Designing * Engineering * Construction 


ssigning * E ve 
Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. fae Piping * Equipment ©, Surveys © Sans 









Steam or Diesel Power Plants 
Alterations * Expansions 











THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 
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SANDERSON & PORTER 
ENGINEERS 


AND 
CONSTRUCTORS 


& 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
REPORTS — VALUATIONS 


for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET 


BALTIMORE 2, MARYLAND 








EARL L. CARTER 
Consulting Engimeer 
PENNSYLVANIA, WEST VIRGINIA. KENTUCKY 


ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Prebioms 
Airfields, yd tnoinerators, Dams 


1 Flood 

tn dustrial = 

City Planning, R Appraisals 
Doratery 


121 SOUTH BROAD ST. PHILADELPHIA 7 


Public Utility Valuations, Reports and 
Oniainal Cost Studies 


910 Electric Deliding Indianapolis Ind. 

















Bopopy-BENJAMIN 
ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Pewer Plant Design, Specification and 
Construction Supervision 
mic Studies 
echnical Services and Reports 
DETROIT 26, MICHIGAN 


Economic and Thermod 


28 WEST ADAMS ° 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


mee, Baek Si iow. a >) 
GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, HL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 


Microwave Services, Inc. 
"Architects of Modern Communications" 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


45 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 











HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — PowWER STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 








Testing » Inspection « Consulting 
Product Development & Research 
UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York ¢ Philadelphia * Providence * Dallas 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 











Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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World’s largest breaker 


interrupts 25 million kva... 


OBR LP ee 


ome oy 


» ah wed a healt Agee 


basic Westinghouse Breaker 
design made it possible 


This is “Big Ben’’, the world’s largest circuit 
breaker. It can interrupt 25 million kva on a 
330-kv system. 

“Big Ben” has the same basic quality features 
available to you on all Westinghouse Power 
Breakers. The 25,000,000-kva arcs will be ex- 
tinguished in famous Westinghouse ‘“‘De-ion®” 
grids. Self-generated oil flow interrupts medium 
and high currents and mechanically-pumped 
oil interrupts load and charging currents... 
all in three cycles, 

Note that “Big Ben” is of the ‘‘Watchcase*”’ 
design now standard on large Westinghouse 
Power Breakers. This cuts the oil requirements 
in half. 

Like other Westinghouse Power Breakers, 
“Big Ben’s” operating mechanism has a very 
important advantage: it is mechanically trip free. 
Another important factor is simplicity of the 
operating mechanism—for example latch ad- 
justment has been eliminated entirely. 


Ne Wes Nya Sea ae ere oe et 


The bushings in “Big Ben” would be unde- 
sirably larger were it not for the Westinghouse 
condenser principle which provides high insu- 
lation value in smaller space. Radio interfer- 
ence is nonexistent. 

“Big Ben” and the other power breakers 
Westinghouse builds are the result of 28 years 
of High Power Laboratory testing and devel- 
opment. Write us now for more information. 
Westinghouse Electric Corporation, Box 868, 
Pittsburgh 30, Pennsylvania. J-60819-B 


you can Be SURE...1¢ 17S mo N “Trade-Mark 


Westinghouse 











HIGHEST RATED CIRCUIT BREAKER ever built, the complete 
unit comprises three poles, one of which is shown as- 
sembled for testing in the photo above. In the foreground 
are George Burens (left), General Manager of Switchgear 
and Control Division, with Earl B. Rietz, Engineer, Power Circuit 
Breaker Section. Mr. Rietz was responsible for engineering and 
development work leading to the production of the breaker. 


NEW G-E SWITCHGEAR DEVELOPMENT LABORATORY at 
Philadelphia (right), providing the world's highest capacity 
testing facilities, was an important factor in proving de- 
sign features and making possible the many necessary tests. 


29 MILLION ¥ VA 
IMPULSE BREF Xf 


Newest switchgear advan: op 
way for increased circuit lo: ‘ing 
greater system economies ro 


use of higher voltage tran: iiss 
Transmission voltages of 330 kv or re, y 
circuit loadings approaching am onk 
watts over a 3-phase line, are now seen 
the logical pattern for the future n 
heavily loaded and constantly pand| 
systems. 

Making possible the economic : id o 
benefits to be gained from such dev: .opmiel 
are advances like the new G-E stee!-clad 
pulse breaker, one pole of which is shown he 
First of several 3-pole units for « 330 
transmission system under construction, t 
breaker is rated at 1600 amperes continud 
current, 25,000,000-kva interrupting capaci 
Features include 3-cycle interrupting ti 
and 20-cycle reclosing time. 

Incorporating the time-tested impulse p 
ciple of interruption, the new steel-clad brea 
design is the result of twenty years of 
tensive research and development. Behind 
is the experience gained in building circ 
breakers of continually increasing curre 
carrying and interrupting capacity that ha 
paced every previous step forward in hi 
voltage transmission. 

Research leading to further advances 
higher voltage equipment will continue, wi 
increasing opportunities for efficient, econor 
ical application. General Electric Compan 
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